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THE FUTURE OF SMALLTOWN AND RURAL AMERICA:
THE IMPACT ON SMALL BUSINESS

TUESDAY, MAY 2, 1972

HOUSE OF REPRESENTATIVES,
SUBCOMMIITEE ON SMALL BUSINESS PROBLEMS

IN SMALLER TOWNS AND URBAN AREAS OF THE
SELECT COMMITTEE ON SMALL BUSINESS,

TV ash,ing ton, D.C.
The subcommittee met, pursuant to notice, at 10 :10 a.m., in room

2359, Rayburn House Office Building, the Honorable John Kluczynski
(chairman of the subcommittee) presiding.

Present : Representatives Kluczynski (presiding), Corman, Conte,
and Stanton.

Also present : Representatives Bergland and Hungate of the -!ull
committee; Donald B. Roe, subcommittee counsel ; John M. Finn,
minority counsel ; and Myrtle Ruth Foutch, clerk.

Mr. KLUCZYNSKt. The hearing will come to Order.
The Subcommittee on Small Business Problems in Smaller Towns

and Urban Areas today commences hearings on the Future of Small
Town and Rural America : The Impact on Small Business.

Under the very capable leadership of our full committee chairman,
Representative. Joe,,,L. Evins of Tennessee, our subcommittee has been
able to continue its work in the field of rural America. Chairman
Evins has been one of the most able and forceful spokesmen in the
Congress to improveand enhance life in our countryside.

Our hearings today represent, an effort to determine the future
ofSin aliTawnA-mericir.T-litiimptict---onsinall -businessesinrural
areas is,__of course, directly related to the question of whether small
towns are able to continue in existence.

The problems of rural areas have too often been ignored at their
expense and that of the big city. Having the honor and privilege to
represent the 5th Congressional District of (Chicago), I have
a deep commitment to resolving the plight of .metropolitan areas.
Like many of my colleagues who also represent big cities, it is evident
to me that the dilemmas facing the countryside must, be properly dealt
with before we can adequately stem the difficulties of metropolitan
areas. --

Reports have reached us that the Federal Government is lessening
its efforts to aid and assist Small Town and Rural America. I hope
this is not, the situation, and we look forward to testimony from fed-
eral officials resassuring us that the Government is actually increasing
its efforts to provide Americans living outside of metropolitan areas
the kind and quality of help that is so desperately needed.

''(-1t---
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(The full statement of Chairman Kluczynski follows :)

OPENING STATEMENT OF HON: JOHN C. KLUOZYNSKI, CHAIRMAN, SUBCOMMITTEE
ON SMALL BUSINESS PROBLEMS IN SMALLER TOWNS AND URBAN AREAS

The Subcommittee on Small Business Problems in Smaller Towns and Urban
Areas today commences hearings on the Future of Small Town and Rural
America : The Impact on Small Business.

Under the very capable leadership of our full Committee Chairman, Represent-
ative Joe L. Evins of Tennessee, our Subcommittee has been able to continue its
work in the field of rural areas. Chairman Evins has been one of the most able
and forceful spokesmen in the Congress to improve Ina enhance life in our
countrysides. His efforts have gone a long way to Improving the entire Nation
by revitalizing rural areas. Our Chairman is to be highly commended for
his concern and dedication, not only to his constituency, which he serves so
admirably, but to the people of smallt-Owns and rural'areas everY*liere, :-

Our hearings today represent an effort to determine the future of Small Town
America. The impact on small businesses in rural areas is, of course, directly
related to the question of whether small towns are able to continue in existence
and whether people living in rural areas can continue to reside in their present
location. There is an increasing concern over the problems faced by the Ameri-
can countryside. TO percent of the Nation's population live on one percent of the
land, but migration from rural areas to big cities continues, although at a lesser
ratestagnation exists in many parts of rural America stemming mainly from
lack of economic diversificationhealth and medical services are oftentime not
adequateeducation and training fall short of desired goals, and so forth.

There is not time to list all the ills presently being encountered by rural areas,
but we intend, during the course of these hearings. to explore some of the more
important and pressing problems. Specifically, we will study four basic areas:
(1) the extent to which the Federal Government has responded to existing prob-
lems confronting rural America , (2) the definition of existing and projected
Problems ; (3) the development of recommendations as to how the Federal Gov-
ernment can best meet the needs of Small Town America ; and (4) the exploration
of the casual relationship between domestic difficulties generally, and problems
confronting rural areas.

The problems of rural areas have too often been ignored at their expense and
that of the big city: Having the honor and privilege to represent the 5th Con-
gressional District of Illinois (Chicago), I have a deep commitment to resolv-
ing the plight of metropolitan areas. Like many of my colleagues who also repre-
sent big cities, it is evident to me that the dilemmas facing the countryside must
be properly dealt with before we can adequately stem the difficulties of metro
politan areas.

Reports have reached us that the Federal Government is lessening its efforts
to aid and assist Small Town and Rural America. I hope this is not the sitna
Lion, and we look forward to testimony from_ Federal officials reassuring us that
the Government is actually increasing its efforts to provide Americans living out.
side of metropolitan areas the kind and quality of help that is so desperately
needed.

Mr. KLuczxxSET. I recognize the gentleman from Massachusetts, the
ranking member of this committee, Silvio Conte.

Mr. CONTE. Mr. Chairman, I want to join you in commending the
chairman of our full committee, Mr. Evhis, for his support of this
subcommittee's efforts to spotlight the need to revitalize smalltown
America. That effort, of course, would bear little fruit without the
active leadership which you, Mr. Chairman, have also provided.

I need not refer to our past hearings to demonstrate the. importance
of your leadership. One need only note the outstanding caliber of the
witnesses that we will hear in these next few days to appreciate the in-
fluence and sicrnificance of this inquiry. We are honored To have such
witnesses as the former Governor of Arkansas, my good friend, Win-
throp Rockefeller ; the Agriculture Secretary, Earl Butz, as well as
many other distinguished witnesses.

Mr. Chairman, you have already made clear why the subject of these
hearings is vital to all Americans. Unless we stem the tide of migra-

.
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tion to the cities, the quality of life for all Americans will suffer. Our
overburdened cities can't adequately provide the services required to-
day, much less accommodate new arrivals from rural areas, and those
rural areas will find themselves even more disadvantaged unless we
can help to generate new economic life there. I look forward to ex-
amining what can be done to improve the situation during these
hearings.

Thank you, Mr. Chairman.
Mr. KLUCZYNSKI. Thank you.
The Chair recognizes the gentleman from California, Mr. Corman,

the ranking member of this subcommittee, and a very able and valu-
able member. .

Mr. COR3IAN. Thank you, Mr. Chairman. I just want to join you and
Mr. Conte in .saying I think these hearings are extremely important.
I come from a very large -city, Los Angeles, and we have all of the com-
plex problems of suburbia, but all of us who came originally from
small towns recognize that there is tremendous value to being able to
raise a family in a small town and that the Federal Government must
pay attention to 'what its programs do to either encourage or discour-
tyre the vitality and health of small communities.
1.Mr. KLucmcskr. Thank you. The gentleman from Ohio, Mr. Stan-

ton, would you care to make any remarks?
Mr. STANTON. Thank you, Air. Chairman.
It is a pleasure, Governor, to have you before our committee and,

Mr. Chairman, I did have a short statement of welcome for the Gov-
ernor. With unanimous consent, I would like to have it put in the 7..ecord
at this point.

Mr. limJczYNsKt. Without Objection, so ordered.
(The statement follows :)

OPENING STATEMENT 11 r ME. STANTON

too want--telk.pressnry--appreelationtoyou,-Mr--Chairinan for_initiating
these outstanding hearings, and I also want to welcome Governor Rockefeller_
and the other fine witnesses we have before us today.

As a representative of a number of small towns in Ohio. this inquiry has
special importance to me. I am confident it will prove useful not only to my
constituents, but to many others from rural areas across the country. And, as
has been noted already, all Americans, both rural and urban, are now so inter-
dependent that the future of smalltown America is of vital concern to everyone.

Thank you, Mr. Chairman.

Mr. Kta-czymik.r. The gentleman from Missouri, AL'. Hungate,
although not a, member of this subcommittee, is nevertheless very
much interested in the problems of rural America. He is a very dedi-
cated member of our full committee and is chairman of the Environ-
ment Subcommittee. Mr. Huncra te.

Mr. Iteso,vrE. Thank you, Mr. Chairman. I appreciate the Chair-
man and members of the committee taking. up this problem. It is cer-
tainly of vital concern to my district. I am very 'pleased to see Gov-
ernor Rockefeller here and the man who brings him here, a very dis- ,
tin.onished gentleman, Congressman John Paul Hammerschmidt.

Thank you, Mr. Chairma n.
Air. KLUCZYNSKI. Mr. Berfd and, any comments?
Mr. BERGLAND. Thank vein very much, Mr. Chairman. I am a fresh-

man member of this Congress, representing a rural district of Min-
nesota, During my tenure, I have voted consistently to support pro-
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grams aiding the big cities of the United States even though I do not
have a big city in my district. I have done so because I firmly believe
that a problem left untended in the cities of this country will soon
affect the bloodstream of the whole United States. The fact is that
half the poverty in this United States is in the rural areas. My peo-
ple don't march, they don't demonstrate, they suffer in silence, and
the problems of the rural areas have generally been overlooked in the
big city press. My people need help. I am convinced that the problems
of our cities will get progressively worse -until we find an effective way
to stern this aimless, aimless drift of people out of the rural areas
streaming into the cities searching for opportunities that are extremely
limited in the countryside. I am pleased that the hearings have been_
scheduled today to focus attention on this very important question
of the rural areas.

Mr. KLuczyxsicr. Thank you.
At this point we will insert the statement of Representative

Sebelius, without objection.
(The statement follows :)

STATEMENT OF HON. KEITH G. SERELIUP, A MEMBER OF CONGRESS FROM THE STATE
OF KANsAs

Mr. Chairman. T appreciate this opportunity to offer testimony regarding
"The Future of Small Town and Rural America : The Impact on Small Business."

I would like to commend Subcommittee Chairman John C. Klnczynski and
Committee Chairman Joe L. EVHLS and the members of the Subcommittee for
their leadership and dedication to solving small business problems throughout
America.

There is no question of the urgent need for .action to revitalize mu rural
areas. The long-standing cost-price squeeze and the effects of inflation have
combined to force an ever-increasing amount of our rural citizens off of the
.farm and out of our rural communities. We must provide adequate economic op-
portunity for those of our citizens who prefer to live and enjoy the proven and
traditional way of life in our rural areas.

I think it is appropriate to focus attention on the Rural Job Development
ATtTif 1071. ThIspronosarirritilited trySenator James Pearson leas the Vipar-
tisart support of 50 Senators and over 40 Representatives.

As principal sponsor for this legislation in the House of Representatives, I am
honored to have been joined by the following who are cosponsors of the Rural
Job Development Act of 1911: Mr. James S. Abourezk, of_South Dakota ;
Mr. Bill Alexander, of Arkansas; Mr. Mark Andrews, of North Dakota; Mr. Bill
Archer, of Texas; Mr. John N. Camp, of Oklahoma ; Mr. W. C. Daniel, of Vir-
ginia ; Mr. William L. Dickinson, of Alabama ; Mr. Harold D. Donohue of
Massachusetts; Mr. John J. Duncan, of Tennessee; Mr. Bill Frenzel, of Minne-
sota ; Mr. Don Fuqua, of Florida ; Mr. Seymour Halpern, of New York; Mr. Orval
Hansen of Idaho: Mr. Michael Harrington, of Massachusetts; Mr. James F.
Hastings, of New York ; Mr. Edward Hutchinson, of Michigan ; Mr. Ed Jones, of
Tennessee; Mr. Peter Kyros, of Maine ; Mr. Arthur A. Link. of North Dakota ;
Mr. Manuel Lujan, of New Mexico; Mr. Romano L. Mazzoli of Kentucky ;
Mr. James A. McClure, of Idaho; Mr. John Melcher, of Montana : Mr. Clar-
ence E. Miller. of Ohio; Mr. Wilmer Mizell, of North Carolina ; Mr. John T.
Myers, of Indiana ; Mr. BM Nichols, of Alabama ; Mr. William R. Roy, of
Kansas; Mr. William J. Scherle, of Iowa; Mr. Garner Shriver, of Kansas ;
Mr. Robert L. SikeS. of Florida; Mr. Robert H. Steele. of Connecticut ; Mr. John
Terry, of New York ; Mr. Charles Thone of Nebraska; Mr. Al Ullman, of
Oregon ; Mr. Victor V. Vesey, of California ; Mr. Richard C. White, of Texas;
Mr. Lawrence G. 'Williams, of Pennsylvania; Mr. Jim Wright. of Texas.; and
Mr. John M. Zwaeb, of Minnesota.

Every they we hear of the crisis in our .nation's cities. Crime escalates, pollu-
tion threatens the health of urban life, complexities of everyday affairs multiply,
and the quality of life in general continues to decline. No one disputes the
severity and crucial nature of the urban crisis, but there is another and equally



important related crisis in this country : The declining economy and eroded
vitality of rural America.

These problem areas are distinct; however, in terms of cause and effect, they
are related. Over the past several decades, rising production expenses, higher
taxes and declining farm prices have forced millions of farmers out of business,
as well as the closing of many business establishments in rural communities.
This coupled with the lack of adequate housing, educational opportunity, water
and sewer facilities, health card facilities, community services, and general
economic opportunity has created the tremendous population migration from
rural to urban America.

Into the cities have come the unskilled rural poor attracted -by. the lure of
economic advancement. Many gain, but a tragically high number do not. Instead
of economic salvation, too many of the rural poor, both White and black, find
tenements, unemployment, welfare and the depersonalized, demoralized envi-
ronments -of _the_ slum-ghetto..

Into the cities also come the young, the educated and the talented. They often
do much better materially, but for this economic gain they pay the social costs
of the loneliness of the crowd, the frustrations of congested streets and crowded
stores, the stultifying sameness of the bedroom suburbs, the loss of community
identity, and the lack of contact with nature.

These overcrowded conditions in our cities have imposed impossible demands
on urban resources to meet the requirements of transportation, education, wel-
fare, crime control, pollution control, health care, public services, and housing.
If answers are not found, the pressure of people against the resources and
services of our cities of the future may simply break them down.

In short, too many communities are underdeveloped. Too many of our metro-
politan areas are overcrowded. This unequal distribution of population and
economic activity will surely worsen unless we take strong positive action,

To-underscore; this fact, statistics show that even if today's rural population
were doubled by the end of this century, there would still be up to 40 million
people added to the metropolitan areas.

Former President Dwight D. Eisenhower was one of the first to recognize this
problem in the decade of the 1950's. His proposed solution include the location
of industry in rural areas and the possibility of creating new towns in the
country. This proposal, in part, reached- fruition with the development of the
new pilot city, Tonathan, located 20 miles southwest of Minneapolis, With an
eventual population of 50,000 as its target.

The former Secretary of Agriculture, Dr. Clifford M. Hardint in announcing
the creation of President Nixon's Rural Affairs Council, succinctly outlined
ou -r- task- in-- sol -vitng the problems-of-rurat-and urban America Dr. Hardin said

"We have to make the whole of rural America more attractive, economically,
culturally, and socially. We must expand opportunity not only for the tell million
farm people, but for the other 45 million residents living in the countryside. It
is not enough that we think in terms of improving conditiOns and opportunity
for the people living today in rural America, and thereby stemming the flow
of people to the cities. We must do much more. We must make it a matter of
national policy that we create in and around, the smaller cities and towns
sufficiently good employment opportunities and ,living environments that large
numbers of families will choose to rear their children there."

The economic potential resulting from rural job development is tremendous.
Recently a community in my Congressional District of Western Kansas revealed
the projected impact of 100 new jobs. In Hays, Kansas, according to the studs-
tics 100 new jobs would mean : A population increase of 296 people, 112 more
households, 174 total additional workers employed, 107 more registered passenger
cars. four more retail establishments, $300,000 more in annual retail sales,
$270,000 more in bank deposits, and $590,000 additional personal income in the
community.

We must work together to find solutions to the dual crisis in rural and urban
America.

When we speak of rural development we are, of course, talking about govern-
ment action and What government can do for our citizens in relation to a specific
problem. I am also most concerned about a related problemwhat government
is doing to citizens under the auspices of Federal assistance.

The number one issue of concern right now in my Congressional district is in
regard to the Occupational Safety and Health Act of 1970. This legislation is
most representative of a Federal program designed to help and assist people
but whose practical application has opened up a box of arbitrary and unreason-

1 0
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able nightmares for the small businessman. The result has been that this act
could force many of our small businessmen out of business. - -

This glaring example of small business neglect by Congress and the Department
of Labor is shockingly apparent in the requirements of this Act. The ridiculous
and burdensome regulations that. have been imposed threaten the foundation
of the small business community. Without sonic responsible relief through
action by Congress on comprehensive reform. amendments and administrative
flexibility, we are facing a crisis of, business closures and unemployment in our
rural and small-town communities.

These individuals do not have the capital or the income to comply with
regulations that were established for corporations and factory workers. This
problem is currently the number one concern in my district in Western Kansas.
I am hopeful that this subcommittee will recommend positive action on H.R.
13941 to provide sonic immediate and responsible relief.

The Federal government should provide services for the people as opposed to
aetion thatis arbitrary and-restrietive. Recently, -a businessman in my district
in Western Kansas told me that it requires one week out of every month to fill
out all. of the necessary forms and reports required by state and Federal govern-
ment departments and agencies.

Instead of regulating the small business community, government should serve
the businessman. This can be done through a small business coordination or
"ombudsman" such as specified now by the Concerted Services Training and
Education Program. The CSTE Program is designed to coordinate all of the
Federal services and programs designed to benefit the small businessman through
assistance and awareness. Though still in "pilot" status, I am hopeful this kind
of program can truly mean Federal assistance and direct help to our rural areas.

As the principle sponsor of Rural Job Incentive and Development legislation
with Chairman Joe Evins, I also feel that a series of tax incentives as proposed
by this legislation is most essential to rural redevelopment. We must provide
jobs and economic opportunity if we plan to stimulate business activity.

Another bill that is much overdue is the .Small Business Tax Simplification
and Reform Act of 1972. For too long the small businessman has been forced to
shoulder a disproportionate burden of business taxation. It is time that we pro-
vide tax- reform so that the small businessman has more dollars after taxes. We
must reverse the trend that has seen business costs rising and income falling.

Again, I want to commend you for your. .forthright efforts to provide some
much needed administrative and legislative relief for the small- business com-
munity, I am hopeful that these hearings will produce substantive recommenda-
tions for the 92d Congress so that some meaningful relief and reform can be
enacted to bedeilt the sunlit busineiannua

The future of the business community and the future of rural and small
town America weigh in the balance.

Mr. ii-LrczyNsKi. The Chair now recognizes a gentleman, a very
good-friend of ours, Representative John Paul Hammerschmidt of
Arkansas, to introduce the witness.

TESTIMONY , OF HON. JOHN PAUL HAMMERSCHMIDT, A MEMBER
OF CONGRESS FROM THE STATE OF ARKANSAS

Mr. HAmmEaserrminT. Mr. Chairman, distinguished members of
the committee.

It is a great honor and pleasure for me to be here to introduce this
witness. agree with Mr. Conte, when he says that you have some out-
standing witnesses, and the next witness is certainly one of them.

I know that many of you know him and he really needs no intro-
duction. But for the record, I would like to make some brief comments
to tell you about his life of service.

I want to go back to .pre-World War II. He went into the Army 2
years before the draft, and served C years. Ere went in as a private,
came out as a lieutenant colonel. Amon,o. his decorations is the Purple
Heart. The reason. I go back that. far is that now, a quarter of a cen-
tury later. he is still involved in the H.S. Infantry. To 1,, ing you up
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to date on what Win has been doing very recently, among his many
activities, he has been deeply involved in establishing an infantry
museum at Fort Benning, Ga. He is at the forefront of that movement
in raising the multimilhons needed for the museum.

Win served 8 years as the Arkansas Industrial Development
Commission chairman in Arkansas when he first went there. That
activity brought 600 plants, it brought 100,000 jobs, and Arkansas is
still feeling the benefits of his great leadership. Of course, later, hebe-
caMe- the chief executive officer of the State and conducted-many -re
forms-in government.

I know that your committee is well aware of the economic deveolep--
ment-program -It- has in terrel ated. i nterests, and_particul}r1y_in_t is_
subject matter, the future of small towns in rural America. Win helped
establish the economic development district prOgram before the FDA
Act of 1965. It merged so well into Arkansas' planning and economic
development efforts that it is almost a pilot model for the-Nation now.

Your witness lives on a farm in the rural area. He hitS' been in
Arkansas for 20 years now. But he comes before you today wearing
a different hat as the executive vice president of the Coalition for
Rural America.. It is my real pleasure to introduce to the committee
the former Governor of Arkansas, Winthrop Rockefeller.

Mr. Kura-Iris:am It is a pleasure to have you, Governor.
You may proceed as you wish.

TESTIMONY OF HON. WINTHROP ROCKEFELLER, EXECUTIVE VICE
PRESIDENT, COALITION FOR RURAL AMERICA, ACCOMPANIED
BY MISS AUGUSTA WILSON, ASSOCIATE DIRECTOR, AND PROF.
EUGENE L. MOONEY

Mr. ROCKEFELLER. Thank you very much, John Paul.
I would like to commend the chairman. You are having me today ;

I understand that you are having another of my tirothers, who is going
to give you his thinking. I am not suggesting that we necessarily al-
ways agree. He is a very conscientious guy ; I commend him to you,
and I commend you for asking him to testify.

But today I come before you and I am so happy to be with you and
the subcommittee. I am happy to have this opportunity to appear at
these hearings on a. matter which has concerned me for.many, many
years, much of my adult life. My love and my concern for rural Amer-
icais,evidenced by my having chosen to make my life's home in rural
America; by becoming a cattleman and farmer in the State of Arkan-
sas; by my serving two terms as Governor of that great State which
is predominantly rural; and now this same love and concern leads me
to be here with you today to talk about those things which relate to
the Coalition for Rural America..

Thus, a personal and private commitment to rural America, coupled
with official capacities as a participant in the problems and concerns of
rural America for almost two decades, makes doubly pleasurable this
opportunity to appear before this subcommittee.

The Coalition for Rural America was formed in September of 1971
for the following purpose as stated in its articles of incorporation :

"The purpose of incorporation is to advance the broad interest of
rural America defined as that part of the 'United States lying outside
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the major metropOlitan areas and embracing nonmetropolitan cities,
towns, villages and the open countryside,"because there is so much
of it. "The Coalition is committed to the objective of balanced national
growth in the United States. It recognizes that achievement of a higher
standard of living and an improvement in the quality of life for all
Americans, whether they live in our large cities or our countryside,
can only be achieved through the pursuit of such a policy. The Coali-
tion shall pursue its objectives by serving as a spokesman for rural
America in the nation's councils. It is public advocate and public edu-
cator, and it seeks to mobilize in 'a common effort all the many national,
regional, State and local organizations and individuals that share its
goal."

I could take more of your time, but I would like to include in the
record, if I may, a statement of what or why the Coalition for Rural
America is. If I may introduce that and save your time, I would like
to nut it in the record.

Mr. KurczYNsru. Hearing no objection, it is so ordered.
Mr. ROCKEFELLER. Thank you, sir.
(The information referred to follows :)

WHY A COALITION FOR RURAL AMERICA?

"The problems of urban life and rural life in America today are bound to-
gether so tightly that the plight of the cities will be relieved only to the degree
that solutions are found to pressing rural problems. Call it "Rural Renewal" or
"Rural Revitalization" or call it what you will. but the goal boils down to one
thingwe must achieve a proper rural-urban balance of population, to ensure
the vitality and economic well-being of our total society.

"The glaring deficiency within our vast array of declared national goals,
dealing separately with urban and rural problems, is that these goals have failed
to consider the problems in their most interrelated sensethat is; the mi-
gration of people. . . .

"To the extent that urban decay is a direct result of rural migration, it would
seem that viewing these things jointly is the obvious approach to problem-solv-
ing."Ironorable Winthrop Rockefeller, Governor of Arkansas . . at the Galvin
Bullock Forum, 1 Wall Street, New York City, November 28, 1967.

INTRODUCTION

Conceivably, an introduction to the Coalition for Rural America should begin
with a glossary. As times have changed so, dramatically, have the meanings of
certain words rooted deep in our language. Perhaps no word offers its own more
challenging example of this change than "rural" itself.

Dictionary definitions of "rural" cling generally to that traditional pastoral
setting of yesteryear. Granting the niceties of nostalgia, these definitions hold
little actual relevance to what life is really like for Americans living outside of
metropolitan areas today.

Compounding the challenge is a profusion of governmental concepts which
relate "rural" to such diverse measuring devices as village population, geographi-
cal proximity to airline routes, annual income from farming, and so on. Such
bureaucratic gobbledygook results in, at best, confusion and, at worst, outright
semantic deceit. As an illustration of the worst, national policy continues to
equate the well-being of rural communities with the health of agriculture, Yet
fewer than twenty percent of all Americans living outside metropolitan areas ac-
tually live on farms ; and of those, few indeed depend solely on the land for their
livelihood.

If "rural" is a problem semantically then so, obviously, is "urban". What is a
city? Again governmental agencies do not agree. Depending upon whose criteria
get involved, the extent of disagreement can range to hundreds of thousands of
citizens.

There are ninny other words that come to mind, and too often we find that al-
though we are speaking the same language we are not conveying the same mean-
ing. For the purpose of this document we are accepting the definition of rural
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America as follows: That ;Hirt of the nation lying outside tlA: major metropolitan
areas and embracing nonmetropolitan cities, towns, villages, agriculture and the
open countryside.

Significant above all, the Coalition for Rural America does not presume to
define what is "the good life" for all Americans. This nation's promise to its
citizens is that each shall have the freedom to work toward a quality of life in-
dividually chosen. In many wayssome shocking, others even more ominous
because of the subtleties of changefreedom for-many Americans has been .sub-
stantially eroded, and for future generations is threatened even more. Acknowl-
edging the certainty of continued growth, we must accept the stark predictions
of what the character and quality of that growth will beif left unplanned to
the present course which -finds 93 percent of our national population jamming
into seven percent of our national land mass.

The Coalition for Rural America believes that these conditions can be reversed
and solutions found, but only with vision, planning, national commitment, and
aggressive leadership. We believe that the future vitality of America is de-
pendent upon revitalizing her countryside, thereby creating an environment of
new hope and opportunity for all our citizens, wherever they now may live.

BACKGROUND AND HISTORY

One hundred years ago we were a Nation 75 percent rural. Today we are a Na-
tion 73 percent urban. Since the beginning of World War II there has been a net
migration from rural America of more than 25 million personsthis being one
of the largest movements of people in recorded history. Each year more than
500,000 Americans from rural areas migrate to the big cities.

Should present migratory trends persist, the predicted growth in our na-
tional population will exaggerate the demographic profile which has emerged
from the past two decades. Experts are predicting that our population will reach
300 million by the year 2000an increase of some 100 million persons. Based on
what has gone before, most of these people will be settled in five small geographical
areas, with three-fifths of our population residing in four huge megalopoli. The
450-mile strip from Boston to AN'a,' 'ugton already contains almost 40 million
people -1S percent of our national , opulation. This doesn't have to be so!

This gigantic exodus lies at the heart of many of our most intractable na-
tional problems. Redress of the national imbalances created or exaggerated by
this migration is central to any solution of these problems.

There is at the same time an imbalance, between vision and reality, regarding
rural areas in this country. Enshrined in the national consciousness is the vision
of rural areas composed of gentle towns and small cities, intimate schools, quiet
churches, peaceufl fields and mountains, rivers flowing in a world without time
or human misery. This vision of open spaces and winding roads, lakes and quiet
spots, beckons to vacationers, calls to the overworked and offers brief therapeu-
tic relief to our families. But the dreary statistics of rurality stand in sharp
contrast to this image.

By some official definition, one out of every four rural inhabitants is poor.
Rural unemployment rates are two to three times greater than elsewhere.
30,000 rural towns have no water systems and 45,000 lack adequate sewer

facilities.
Per capita, twice as many rural citizens suffer from chronic poor health

conditions, and twice as many die from accidents due to lack of emergency
health services.

Although 27 percent of the Nation is rural, only 12 percent of our doctors,
18 percent of our nurses, 14 percent of our pharmacists and eight percent of
our pediatricians live and work in rural areas.

Some general propositions about American history underpin our regard for the
potential of rural America.

Our people aspire to a national society based on a high degree of personal
control by the individual over his personal environment. life circumstances and
destiny. Our national history and our constitution attest this goal. American
society is grounded on those traditional values of Western Civilization which
encourage the individual to exercise the greatest latitude for personal develop-
ment consistent with the interests of all.

Most Americans would prefer to live out their lives in a non-megalopolitan en-
vironment. Every recent public opinion poll on this subject bears witness to these
yearnings. This alternative can and must be made attainable by all Americans.
Those who would must be permitted to live, work and raise their families in such
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surroundings, without foreclosing themselves or their children from a full meas-ure of the American experience.
The potential to master our environment distinguishes this era in world his-

tory. That environment consists not only of clean air to breathe, pure water to
drink, room to exercisebut also decent housing, good nutrition, useful educa-
tion, vital health, just government, transportation, recreation, arts, even atti-
tudes toward one another. Our environment thus envisioned is the sum of these
elements_of our culture. Achievements of civilization have- been motivated by a
desire for something more than bare survival-and have been produced by our best
personal, governmental and scientific efforts.

Our rural areas enjoy an abundance of the clean physical environment we
want ; they must be augmented by the abundance of the societal environment
we crave.

Predictably we will proceed to urbanize-our rural areas. We must ensure that
this process is planned, orderly, sensitive, constructive and beneficial to the
nationa plah balanced for people.

'PRE INTERRELATED COMM UNITIES

The planned growth of rural America mist be designed for the dual benefit
of rural and metropolitan areas. New opportunities created become viable alter-
natives for the city dweller and rural citizen alike. While the Coalition for
Rural America's focus of attention is on rural areas, our concern is for the entire
nation. Indeed, the massive out-migration from rural towns and farms has been
a major producer of urban catastrophies. Insolvent and unmanageable, our
metropolitan areas are infected with polluticin, crime, human miseryvirtually
every ill knowzi. to mankind's history, and some heretofore unknown. Even the
peripheral suburbs, once seen as the oasis of escape, are inextricably caught in
these problems, and are themselves potentially ripe for deteriorating human and
material values.

As a viable Coalition our thrust must be affirmative and future-oriented. Com-
mon experiences teach that an ethic of protest or negativism limits its own ex-
ponents and invites the contempt of others. We are concerned with constructively
influencing the practices of our society. We propose to contribute toward creative
action in the furtherance of our central concernthe revitalization andyesthe
vitalization of rural America.

Complexities abound. Particularly problems and potentials in rural growth are
presented by the interdependence of commercial cities, industi'ial cities, rural
trading centers, suburban complexes, rural countryside, and the fact that all are
constantly in transition. Acknowledging this, we must adapt our best intellectual,
scientific and sociological capabilities to our objectives.

As suggested previously, the many governmental definitions of rurality reflect
that the concept of Rural America is amorphous. Both the United States census
definition and the Standard Metropolitan Statistical Area guideline definition
seem meaningful for some purposes and not others. These definitions are grounded
on bare demographic criteria. Other definitions call be designed to suit particular
purposes. Rural areas may be defined in terms of entire states for purposes of
regional planning; in terms of population densities for particular types of pro-
grams; in terms of economic criteria for business purposes; and in terms of
social, political, geographical, environmental or psychological conditions for yet
other purposes.

We must be able to envision these divergent possibilities in order to operate
rationally in this complex and dynamic field. Clarifying the goals of rural de-
velopment, we must envision the kind of societal mix which the preponderance
of Americans desire, and determine the role of rural America in that context.
it is essential to identify and comprehend the flow of events in our history, along
with the cross-currents. We must then .be capable of devising alternatives that
will alter traditional and current trends which are not compatible with our goals. '

Past efforts too often have been preceded by lack of knowledge, timid plan-
ning and limited vision. The expenditure of billions of dollars and millions of
manhours not only has not ensured constructive solutions, but in the guise of

-Illusory-progress-has -se rved-.fregently -to- perpetuate-social- problems,-waster
ure and human bitterness.

Our total process must continue over time as we assess and reassess every
developmental stage in light of reality, and modify our fanciful expectations and
actions. Hypotheses must be framed, and we must pretest our social proposals.
That which is good can be replicated where appropriate. The dysfunctional, un-
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successful or negative can and should be discarded. This approach envisions

mobilization of many segments of our society. governmental and nongovern-
mentalto accomplish the objectives sought. Above all, the precious human

values we seek to further must not be sacritieed or distorted. We .seek to enhance

the dignity of the individual American citizen, wherever he chooses to live.

A national consensus should he articulated. The Administration, the Presi-
dent, must voice and move for implementation of a national rural America de-

velopment policy.That policy should be stated succinctly, possibly following these

lines: "The development of a supportive, vigorous nonmetropolitan environment

is essential to the healthy growth of America. As our people seek alternatives to

their present unsatisfactory lives, this choice must be available. To be a viable

choice that life must have an economic base, public services, a cultural attrac-
tiveness, and continuing opportunities for sneceedng generations:"

Needs and national policies are the raison d'etre for governmental programs.
National programs to revitalize rural areas can-only-be accomplished through

harmonious efforts by Federal, State tend Local governments. A higher degree

of coordination of governmental effort can be effected through re-examination

and modification of the systems which deliver governmental services to our com-

munities.
The present configuration of Federal undertaking once again is being reviewed

to reorganize the agencies which administer categorical assistance programs.
A variety of plans for restructuring the present chaotic Federal-State-Local

government delKery" system are being developed.
New and different approaches for financing government services are being

proposed.
The role of our rural areas in these proposals, and their relationship in the

American society which would consequently' evolve, must be clarified and

evaluated in light of our National rural area policy. Functional efficiency at

the Federal level to develop our rural areas is surely needed, but. it must be

matched by increased local capabilities, state responsibilities and regional

flexibility.
We must devise, assist and support formulation of governmental innovations

which will further the objectives of the National Rural Area Development

Policy, more by pursuing new opportunities than by preserving lost eras.
At no time would the philosophy of grassroots action be more meaningful and

productive than in this context. Those who are experiencing the frustrations
and the rewards of today's regrettably uncoordinated rural emergence have a

tremendous input relative to the maximizing of this, one of America's great
undeveloped assets. The leadership that exists should first be recognized and

appreciated 'and, second, be excited, inspired and motivated to redouble already

heroic achievements.
FREE ENTERPRISE AS A SOURCE OF SOLUTION

The principles which infuse our efforts must encourage private initiative,

personal motivation and rational participation by each in accordance with his

capabilities. The ultimate of good government is to inspire and assist the efforts

of men of good will, working singly and in concert, to improve their world.
Orderly growth on our vast countryside can be effected through planned exten-

sion of urban services to rural areas, development of existing small munici-

palities and creation of viable new communities. There are in existence literally

hundreds of Federal categorical assistance programs designed to aid rural areas.
Too often the availability of Federal funds dictates the local "need", and

inadequate palliatives are constructed at great, cost. Tempting categorical

matching grants are used, sometimes deceitfully, in contrast to the wise use of

block grants or some possible form of revenue sharing. The entire approach

should be critically re-examined before new or bigger programs are instituted.
Consistent with the Coalition's feeling that the whole Federal rural assistance

Program should be carefully restudied, the President's Commission on Popula-

tion Growth and the American Future in its recently released report and

recommendations emphasizes human resource development to improve the
-quality-and_mobilit,y_potential of individuals. Similarly the report recognizes'
the need of programs to develop and provide worker-relocation-counseling and,-,
assistance to enable an individual to relocate with a minimum of risk and
disruption.
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Our economic system persuades men to their best efforts by rewarding theenterprise of individuals mid encouraging those who contribute to our progress.Economic incentives and cultural opportunities must be implicit to those whochoose to live in nonmetropolitan circumstances.
Economically viable communities in rural areas promise to maximize themultiple incentives which motivate men. Public investment in the social infra-structure of roads, schools, and public facilities must be .employed to maximizethe private investments which produce homes, businesses, industries. and serv-ices. These coordinated investments, public and private, are the prime meansto the end of rural area development.
Differentiated aroroaches will be required to stimulate the environmentalgrowth which produces a wide range of economic opportunities. Our rural areasare both undeveloped and under-developed, and development capabilities amongthem vary tremendously.
A national economic growth policy must be framed frankly to maximizeprivate economic opportunities in our rural areas, and incorporate a searchingminimizing of our dependence on soft loan programs.
The aims and objectives of rural America must be framed and articulatedin terms of national perspectives.
To-be effective we must develop the competence to devise, recommend andsupport public policies and private efforts which tend toward realization of ourgoals.
We must be able to create viable alternatives to those proposals which do notcontribute to constructive resolution of the problems of Rural America andthe Nation as a whole.
The most scientific tools and our most sophisticated processes must be em-ployed to address the tasks we have set for ourselves.
Most of all we must proceed upon a firm base of knowledgeknowing who weare, what we are about, where we propose to go and how we intend to get there.To get there, first, we need the services of an organization that can compile,coordinate, interpret and disseminate knowledge that is increasingly rapidlybeing developed ; second, the fruits of these efforts must be implemented bythe development of legislation in both the National and State legislative halls.The future of the Coalition for Rural America is clearly in the legislative field,creatively as well as analytically. It must proceed on premises at least as elevatedas those envisioned herein. To aspire to anything less would 'brand us unworthyof our heritage.
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Approaching her 200th birthday America
faces serious questions about her future
quality of life. Semantically these questions
have been divided into two broad areas
to problems of urban crush and problems of
rural decay. In truth both flow from a single
wellspring: Spectacular national growth
unplanned.

Fifty years ago America was a nation
half rural and half urban. Today, either pUr-
suing opportunity or driven by necessity,
93 percent of our people are jammed into
seven percent of our living space. In one
450-mile strip alone from Boston to Wash-
ington live almost 40 million people, 18
percent of our national population.

The problems resulting from mass crowd-
ing together are awesome and well known
slums, crime, pollution, blight . . . every ill
known to mankind's history, and some now
identifiable only with our times.

The crisis of urban America has vastly
overshadowed recognition of the needs of
rural America. Against the vision of open
spaces and winding roads, quiet towns and
a world at peace, the realities of rural America
stand in stark contrast declining job op-
portunities, poor housing, inadequate medi-
cal care, irrelevant education. Just as is urban
America's promised quality of life rapidly
diminishing, so is the true quality of life in
rural America.

Getting Destiny Back in Hand ...
In a free nation governmental institutions, of
themselves, cannot envision and execute
major societal changes. Our government
merely reflects changes and reacts to the
dilemmas brought by change. So great have
become the problems resulting from the
phenomenon of our growth pattern in the
past half - century that government finds it
self in a now constant state of ineffectual re-

:- acting. It can be fairly- said, as a result, that
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the destiny of American society is at least
momentarily out of hand:

It is inconceivable that a nation so sophis-
ticated in technology as to be wondering,
almost literally, which Planet to aim at next
cannot find solutions to the problems of its
own people. America can solve these prob-
lems. We have the wealth, the intellectual
capacity and the national will, but we have
not coordinated these resources in dealing
with the problems before us.

What We Have Lacked Is A Plan ...

The Coalition for Rural America has been
formed to advance the broad interests of
rural America, defined as that part of the
United States lying outside the major metro-
politan areas and embracing non-metro-
politan cities, towns, villages, and the open
countryside. We do not propose that rural
America can or should be restored as history
knew it. Least of all do we support unrealistic
and cosmetic preservation, through Federal
programs, of rural communities where no
longer exists the required inner-vitality for
healthy community growth. It is our belief
that the interests of rural America can be
advanced only through policies that recog-
nize the achievement of an improved quality
of life for all Americans.

Such a quality of life in our conviction
can be ensured only through the creation of
a viable new environment on America's es-
sentially unspoiled countryside an environ-
ment of new hope and opportunity, of new
choice for America's citizens now and in
generations to come.

The Coalition, which is non-partisan in
its thrust, but has its greatest strength in the
fact that it is bi-partisan, will pursue its objec-
tives by",serving as a spokesman for rural
Americd'In the nation's councils. It is public
advocate and public eaucaior, and it seeks
to mobilize in-a common effort all at the na-
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tional, regional, state and local levels who
share its goal. We are aware of much which
is good and available. We seek to distill the
best of our national energies and thinking,
and sell the collective product in the legis-
lative halls of America, thereby molding the
limitless opportunities .before us as a free
people.

As concerned Americans, to proceed on
premises less elevated than these would
brand us unworthy of our heritage.

Will you work
to help plan
America's destiny?
To make maximum effectiveness of our con-
cern for our national future it is essential
that we talk and understand the same lan-
guage. There is by no means a consensus on
even the most basic definitions in the prob-
lems before us.

What is rural America?

What is a healthy community?

What makes up a viable environment?

How do we measure a "quality of life?"
These and other questions are explored

in a working document which the Coalition
for Rural America would like to send to you.
We urge you to write for this document and
become an associate in the efforts of the
Coalition for Rural America.

Coalition for
Rural America

1001 Connecticut Avenue
Washington, D.C. 20036
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Mr. ROCKEFELLER. The Coalition for Rural America has a 50-man
board of directors, of which 11 are former governorsI have never
been able to find out whether we are six Republicans and five Demo-
crats, but we are a balanced board, which includes these governors of
States. It, is bipartisan, it is non-partisan. The other members of this
board are representative of industry, labor, farm, private interests and
ordinary.citizens concerned with the-quality of life in rural America.
Our membership will be representative of all segments of rural Amer-
ica. Although we have been in existence only n very short time, the
response to our efforts and proposals throughout the Nation has been
tremendously encouraging.

I believe that examination of the working paper entitled "Why a
Coalition for Rural. America," which I have just tendered into the
record, and you have been so kind as to accept as part of the record,
will tell you a little bit more of the philosophic attitudes about why the
Coalition for Rural America. Also I believe that the examination of
that working paper will establish that Our central concern of the Coali-
tion for Rural America closely parallels that of this subcommittee in
its continuing concern with the problems of this Nation, as evidenced
particularly by its hearings and report, in 1967 and 1968, on small busi-
ness in smaller cities and towns; and again by the committee's hearings
in 1970 onrural and urban problems of-small businessmen.

Mr. Chairman, you are to be commended for pursuing this inquiry
at a time when maybe some people are faulted. But you are giying the
leadership to solving what I believe is one of the most important of
our domestic problems.

I should like to make clear that the Coalition for Rural America
vigorously and enthusiastically supports the proposed 7 percent tax
credit for industries locating in rural America, as proposed in House
resolution's introduced by Chairman Evins and others before the 92d
Congress. Indeed, the Coalition's preliminary statement of goals and

\ objectives adopted in September, 1971, states specifically :
In the consideration of President Nixon's proposals for establishment of

an investment tax credit, we will support amendments that will provide a dif-
ferential in favor of enterprises that locate in rural areas and increase em-
ployment of residents of areas where located, including the chronically under-
employed and unemployed.

The Coalition for Rural America earnestly supports the assertion
made by Chairman Evins when, in introducing the Rural Develop-
ment Incentive Act of 1971, he described an urgent need for programs
to encourage greater development of our free enterprise system in our
small towns and mral areas. To this we would add the strong belief
that, along with new jobs and employment opportunities, Americans
who choose to live in rural areas should have the opportunity to secure
ownership of productive private property so that they too may ac-
cumulate an estate, enhance the local tax base and be secure in their
own lives.

Evidence is accumulating that the Nation is commencing to turn its
attention to the development of rural America. The present configura-
tion of Federal undertakings is once again being reviewed with an
eye toward reorganization of those agencies which administer the many
categorical assistance programs designed to assist the rural. areas of
this country. A variety of plans for altering the present governmental
delivery systems is being developed. Several new and different ap-

2 4



20

proaches for financing Federal Government services are being
proposed.

We all recognize that functional efficiency at the Federal level to
develop rural areas is surely needed, but this must be thatched by
increased local capabilities, State responsibilities and regional flexi-.
bility and particularly planning. The Coalition for Rural America
intends to examine very carefully these various proposals and evaluate
them in light of an appropriate future role for rural America, and the\
larger American society into which we shall all evolve. These various
proposals must be closely examined in order to determine they are not
mere cosmetic changes in organization charts of Federal agencies. They
must be examined in terms of the fact that they are going to be perma-
nent. So when we talk about Federal programs, we must not be talking
about fool's gold ; we must be talking about that which will create
a strong rural America. We assert the need for a national commitment
to develop the rural areas of this country. We do so in the belief that
rural America should present to every American citizen a viable alter-
nativeyou will find one when my brother testifies. I believe we can
present this viable alternative which every American citizen can choose
in pursuing his private interests, his family concerns, and his personal
life style. We believe that this national commitment should embody at
a minimum a national policy statement and appropriate Federal pro-
grams to implement that policy over the next decades.

I will not here burden the record with a reiteration of the long
lists of present deficiencies in housing, health services, education,
economic opportunity, and quality of life with whiCh the rural areas
of this Nation are afflicted. These statistics are depressingly familiar
to us all. Still by no means can the true quality of life be measured
by application of mathematical ratios or statistical profiles. Life, like
the environment that the ecologists describe to us, is all of a piece
and contains subtleties not reducible to mathematical formulas. The
Coalition for Rural America believes that a national commitment
to rural development must go beyond policy statement and govern-
mental programs, and extend itself into the very lives of the indi-
viduals who, in increasing numbers, are seeking their destiny in non-
metropolitan areas of this Nation. I am going to repeat there that
it relates to the lives of people, not to formulas.

There is some evidence for the proposition that rural-to-metropoli-
tan migration is waning. For this, I am happy. The 1970 census data
indicates that outmigration from-rural communities slowed from 4.6
million during the 1950's to 2.4 million during the 1960's. Most of the
population losses during the past decade were in the Great Plains
and certain mountainous areas of the Far West. At the same time,
population gains were being realized in the southeastern quadrant of
the -United States, eastern Oklahoma and northern and western Ar-
kansas. I am happy to say that my neighboring State of Oklahoma
and Arkansas have a gain.

This information offers a potential blessing, if you will. It indicates
that the tide of migration is changing, or maybe reversing in some
instances. But unfortimately, we do not know the reasons why : Why
are people moving, why are they note? That is why, Mr. Chairman,
I am so glad that you are getting people together to talk about this
particular thing.

The Coalition for Rural America believes that a serious and sus-
taining research effort should be aimed at determining some of the
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critical information upon which any realistic national commitment
and programs must be based. We wish to know, for example, much
more than we now know about those individuals who moved in the
1960's and why? What were they seeking when they moved? What
did they find after they resettled? We feel it is imperative to know
factors involved in their personal decisions as they sought. new oppor-
tunities, new jobs, new homes- in other areas of the Nation where
they had not lived previously. With such information it is reasonable
to anticipate that we can discover the motivating influences upon
which meaningful public and private programs can be based.

This committee has concerned itself with another major factor in
the economic development of rural areasventure capital. Indeed,
the creation and expansion of rural small business often is directly
affected either favorably or unfavorably by the availability of de-
velopment capital: Your pending legislation looks toward inducing
private investment to the larger task of rural. development.

The Coalition for Rural American believes that we need to know
much about the avdilability, the flow, the magnitude and management
of investment capital inside the United States, thus to determine how
and to what extent the present capital circulation system can be
utilized to the large social task of economic development of rural
America.

Many studies reflect the availability of total investment capital,
both public and private, but seldom is a study of capital flow related to
geographic areas in the Nation. We would, hope to interest this com-
mittee in concerning itself with these problems of research, particu-
larly with regard to the need and availability of investment and devel-
opment capital in rural America.

While the Coalition for Rural. America, is too young to have devel-
oped a comprehensive program to recommend -to the Congress and to
the Nation, we do have sufficient insight into some of the problems of
rural Areas, the programs which the Federal Government now oper-
ates, and proposals now pending to suggest certain aspects which might
be profitably explored by this committee. Regretahly, we are not here
to give you all of the answers. But we do have the insight, I believe, in
developing certain aspects.

This committee might well examine the possibility of expanding
some of the existing Federal programs which relate most clearly to
economic development of rural areas, specifically the so-called 502
program of the Small Business Act.. The apparent success of the local
development company vehicle under the 502 program suggests the
possibility for a vital counterpart vehicle. The local development.
company and the 502 program provide soft loan money to be used for
acquisition of new plants and equipment for rural industries. Too
often, ho-.Sever, we have seen that this is not enough to assure creation
or expansion of small business in rural areas. There is also the, vital
need for working capital. This committee should explore the possibil-
ity of legislation authorizing local investment companies as counter-
parts to local development companies as a new source, of working
capital, for rural small business development and ultimately, equity
ownership.

The almost unqualified success of the Federal guarantee program
further suggests that such local investment companies should he backed
by Federal guarantees. These. local investment companies, like their
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local development company counterparts, would be territorial. Unlikelocal development companies, however, the local investment companyshould be a profitmaking enterprise, its funds composed of federally
guaranteed private investment capital. There is no substitute for the
hard business judgment of the private sector in evaluating the worthi-
ness of a proposed small business venture. And I think that the local
priVate investor belongs in the picture with this cooperative, maybe
guaranteed, program of the Federal Government.

The Coalition for Rural America believes that national rural eco-nomic development policy should not proceed upon political judg-
ments concerning economic matters. Our conviction is that control
and management of the local investment company should rest in thehands of the private sector within a structure of Federal rural policy.

The investment tax credit device has been utilized by this nation ina number of different contexts, both dome_stically and in develop-mental approaches abroad. The proposed Rural Development In-
centive Act of 1971 would provide a system of tax incentives to en-
courage commercial and industrial tax credit obtainable by industrywithin the rural context.

The Coalition for Rural America would like to suggest that this
committee also investigate the feasibility and consequences of a per-
sonal investment tax credit to be earned by private individuals by
investing their private capital in rural areas. You have available to
you statistics of the amount of money, for instance, going out of
Appalachia into other areas, not being reinvested. I think we need
to push to encourage investment of Capital within our local areas.
But that is an aside, and I think it is needed. The potential impact
of such a program where the indiVidual would have some tax incen-
tive, I think, is a very important aspect, to the involvement of rural
America.

The Coalition for Rural America feels that before any new and
sweeping rural economic development programs are implemented
much more needs to be known about the relevance between rural
and urbanand to me, this is one of the major aspects in terms of
orderly population growth within our Nation.

These areas of research could conceivably extend from significant
crossroads, reoi.eational areas, to viable towns, to small cities, counties
and even a regionalization of States. Why should I suggest the cov-
ering of such a. diversity of areas? The answer I think is very simple.
It's there that people live. And therefore, we must have a program
that is sufficiently flexible to accommodate people and their lives,
their desires, and allow the people to work with and determine our
destiny and what is going to be the quality of our destiny.

Mr. Chairman, in your welcomed letter, you invited comment about
any area wherein the Federal Government might not have responded
constructively to the plight of rural America. So as I close, I would
like to make reference to that. In this regard,, I have chosen to em-
phasize my own long-time vigorous advocacy of the concept of reve-
mi.o sharing. This concept is inherently fair, inherently sonnd and
inherently wise. It is supported by the President, by the Governors
of the States and by many others. Perhaps the perfect forinula has
not vet been found, but I urge diligent pursuit of the means by which
significant revenue sharing can be effectuated, thus affording the
flexibility, and I will repeat the word "flexibility," because I think
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that is so important hereso badly needed by the States to solve
their problems through innovative and creative State leadership.

I am compelled to urge consideration of broad re-evaluation and
reform in our Social Security and Welfare programs. In our desire
to fulfill with compassion and sincerit7 our role as, we might say,
our brother's keeper, regrettablyand Y trust unwittinglywe have
resorted to material solutions to highly personal problems, thereby
overlooking that most precious of human traitshuman dignity. So
in terms Of where can the Federal Government become involved, this
is an area that I think it terribly important for further investigation.

Finally, I hardly need to bring to your attenion both the economic
and sociologic impact of the Federal Interstate Highway program on
this great country of ours. That program has had tremendous impact
on this nation of ours. What the future of the Highway Trust Fund
is going to be, I don't know. I would be foolhardy to speculate. But I
can tell you that the impact of that which has happened with the Fed-
eral Highway program to date can be expanded and do much for the
goals of rural America.

But in my concern for the .hetter life of all Americans, and as one
who is deeply grateful for that which rural America has given to me
and could readily give to so many others, it is my sincere hope that this
distinguished committee will give serious thought to the comparable
impact that Federal involvement in our secondary highway system
could have on the making of rural Americathese great and all too
often misunderstood regionsa pleasant, dynamic aspect of this God-
given bounty, the land that we love and of which we are so rightfully
proud. It should be made more available to many, many people.

So, Mr. Chairman, my emotion and my deep feeling for rural Amer-
ica may have allowed me to talk too long. I would like to thank you
for the opportunity to be here and to LA you know that a transplanted
Yankee who is now, for 20 years, as Congressman Hammerschmidt has
pointed out, so totally happy-luxural America, I am grateful indeed.

Mr. KLITCZYNSHL Thank you, Governor, for a great statement. Your
testimony will be very helpful to the committee when we ,Sii; execu-
tive session to issue a report to the Congress.

I have several questions to ask of you and time is running short, so
I win have Mr. Roe, our Subcommittee Counsel, send these to your
staff. I would appreciate the answers so we can have them for the rec-
ord. You have had a lot of experience, you are a great man and, it is
a pleasure to have you before this subcommittee. So if you will take
care of this and get the answers, we will put them in the record.

Mr. ROCKE1.11LLER. I would love to.
(The information follows :)

RESPONSES TO QUESTIONS SUBMITTED BY THE, SUBCOMMITTEE TO THE HONORABLE
WINTHROP ROCKEFELLER, FORMER GOVERNOR OF ARKANSAS

1. From your experience as governor of Arkansas, what do you feel contrib-
utes most to industrial development in rural areas?

In industrial development for rural areas, one must start with what the
possible new industry will produce and the specific, precise elements that it will
needwater, power, transportation, communication, and raw materials.

The Arkansas industrial Development Commission, in the days when I was
chairman, did an inventory of every community in the state of 2,500 or more,
What did they have in terms of manpower, water, transportation, facilities, etc.?
In the process of presenting these various towns to industry officials, we di&
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covered two additional ingredients for our inventory: recreational and cultural
opportunities. The proximity of these latter two elements is particularly im-
portant to those coming with a re-locating company and become important as
the horizons are broadened for those working in the plant.

One factor that has been particularly advantageous to Arkansas is its cen-
tral location. New plants locating in our state are less than twenty-four hours
by truck from seventy-five million personsan excellent and economical market
potential.

Lowpaying, labor-intensive factories came to our state first. During my years
as governor, we sought higher-paying industry. Growth of the durable good
industries resulted purely and simply from two things; one, we identified the
type of industry we would want and went in search of it; two, we created
task forces in specific fields of industry. As an example, we have a task force
on metals that has studied the potential of bringing more forging tc the state.
The aluminum industry gets a major portion of its domestic bauxite from Ark-
anE.:..,1' earthbut only a fraction of it has been processed within our state. We
are now correcting the problem.

These task forces are comprised of specialists within an industry who can
win the confidence of other specialists. When a company is moving toward
expansion, we can present a package designed for their particular product.

In' short, industrial location requires determining your resources. deciding the
kinds of industry you want and need, and forming groups that can discuss
the particular problems of each specialized industry.

2. Would you like to comment on the "new communities" program administered
by the Department of Housing and Urban Development?

The concept of new communities is :in extremely exciting one to rue. Partic-
ularly, I would like to see more research and effort directed toward true non-
bedroom new communities. That is to say, I should like to see us locate areas
of probable future growthareas still nearly virginand build strong new
cores for future cities.

I believe with our corporate expertise as a nation we should be able to pre-
vent the ill-planned, Mushroom suburban cities. With long-range planning, we
can create instead sensible, liYeable new cities.

3. On page five of your statement you talk about "cosmetic uhanges in organiza-
tion charts of Federal agencies." Is it possible that the .President's proposed re-
organization i8 merely "cosmetic"?

I have been impressed with the President's re-organization programparticu-
larly with some of the later clarifications and re-structuring.

Nevertheless, no re-organization program within itself will solve the problems
of our government. The issue to which we Must address ourselves is the determi-
nation of our basic national and priorities. Too often we feel that simply
moving a program from one department to another will solve a problem; but this
will solve nothing unlessour total bureaucratic structure is built upon a well-
articulated national policy. ProgramSmust reflect policy, not establish

4. On page six of your statement you ntentioned that a national commitment
must go beyond policy and programs and extend itself into the te).y /ices of indi-
viduals. Would you explain this in. more detail?

1Vhen I said that a national commitment must ge beyond policy and programs,
I was expressing the concern that all too often our federal commitments have
not arisen front the people. Rather, they have resulted from positions to which
certain officials think our nation should be dedicated. It is absurd to create
national commitments that have little indigenous understanding or support.

Mr. KLuczyNsict. The Chair would like to announce that due to
pressing business on the floor this afternoon, we will have to adjourn
the hearings by 12:00 o'clock noon or as soon as possible thereafter.
Each witness is requested to summarize his written statement within
15 minutes. The full statement will be placed in the hearing record,.

Again, I want to thank you Governor, for that splendid testimony.
At this time, T will yield to the gentleman from California, Mr.

Corman.
-Mr,--CoumA N. Thank you, Mr. Chairman. I appreciate the shortage

of time. Yet it is a rare opportunity to have a witness who has had
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such wide experience and one who has touched on two very important
matters that Congress is attempting to deal with..

First, as to revenue sharing. As you know, the Ways and Means
Committee has reported out a bill in which the lion's ..share of the
money will bypass the States and go directly to the cities and towns and
villages of the country. It seems to me that any such plan weakens
the opportunity to use revenue sharing as a means of giving the States
some incentive to innovate the reforms of which the Governor has
spoken. Would you care to comment as to the advisability of our
bypassing the States with the major portion of revenue sharing?

Mr. ROCKEFELLER. For now over 8 years, I have taken a strong
position. that this bypassing of States is wrong. I feel that the State
and local governments ought to get closer together and not come
solely to 'Washington. So my concept of revenue sharing is that wherein
the State government and the local government can work out basic
programs together.

We have had occasions that are perfectly ridiculous. ,Nobody in
the bureaucracy in Washington, and I include my good Republican
colleague, John Paul Hammerschmidt, can be as close to the prob-
lems.as that person who is charged with the responsibility of the ad-

.
ministration of the programs. Therefore, when you talk about revenue
sharing, reluctantly, I accept some of the concepts which allow ,mu-
nicipalities, counties, and smaller elements of government to par-
ticipate directly. But at least, we are moving in the right direction.
Hopefully, a disi,inguished body like this body will find the flaws in
what I am afraid is going to exist and ultimately will correct them.

Mr. CORMAN. Thank you, Governor.. I. keep hoping that we will
not legislate in that .field this year in the hope that we will do a better
job next year. I appreciate your advice.

The other problem with revr.s.mie sharing is, as you know, we are
in substantial deficit at the Federal level this year, yet we are going
to finance revenue sharing in one of three ways : Either by cutting
other programs, increasing taxes, or by further increasing the deficit.
Would you have any suggestions as to which of those three would be
the better course?

Mr. ROCKEFELLER. Can I work backwards?
Mr. CORMAN. Oh, yes, sir; We often do.
Mr. ROCKEFELLER. I can start by saying that I think we have so

many local human problems that we need to cope with that they
ought to have top priority. And I am not smart enough to suggest
to you whether it is more important to go to the moon or do this,
that, or the other thing. I do know that we have problems here and
that is why you are gathering together here to deal with local home

..problems. So I- would put my top priority on local home problems
and then I am not smart enough to tell you how to cut down in the
other areas.

Mr. CoRmAx. Governor. I suspect you are considerably smarter than
those of us who have to make the decision.

Just one final question : You have mentioned the dilemma of at-
tempting to Yet capital investments in rural areas. It seems to me that
the great problem with our tax structure has been that over the years
in an effort to direct the investment of capital, we have given tax in-
centives and once given, they are hard to reverse. As you know, in
1926, we were afraid all of our Model T's were going to run out of
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gasoline and we gave some rather substantial incentives to the oil
industry. Then we found out we were not building enough apartment
houses, so we gave further incentives. All down the line we have done
that. NOw the suggestion is that we give further tax incentives for
investment in rural areas. Yet in doing so we are eroding our tax base
even further.

I wonder if you think we might successfully get capital investment
in rural areas if we eliminated all these tax incentives and just left it
to the sound judgment of the businessman to put his capital where it
will do him the most good ?

Mr. RocKEFELLEa. I could agree with you on the idea ; T do not think
all of the growth of rural America is. going to relate to tax advantages"
in this, that, and the other. We had a very interesting meeting of the
Coalition for Rural America where it was pointed out that if you
were a small town banker, you could make 18 percent financing auto-
mobiles, but you could only make seven percent, even with a guaranteed
federal loan, on financing agriculture. I think this is an area that we
need really to look very carefully into.

We need free enterprise involved. But free enterprise is going to fol-
low the best return. And what we are looking at now is how do we
get maybe an equity involvement in rural America, an equity we have
lost? We have lost equity in the sense that people are moving off the
farms, people who are buying dr leasing apartments. We have lost a
tremendous number of those people who are equity owners.

I would hope that as a result of these hearings, we would find a new
way of getting people interested in equity involvement in this tre-
mendous undeveloped land of ours known as rural America.

Mr. COWMAN. Yes, sir. My point is that the tax code is in a real sense
governmental interference with the investment of capital, because in
doing so we almost insure greater returns in some kinds of investment
than in others. I suspect that is one of the reasons why capital invest-
ment in rural areas has dried up. We have given too many incentives
in the tax code to other kinds of- investments. "Would your purpoSe be
served if we just eliminated all of those artificial incentives and left
it to the sound business judgment of a man as to whether he is going to
put his money in apartment houses or oil wells or new plant expansion
or agriculture ?

Mr. ROCKEFELLER. Eugene caught that oil well comment.
Actually, as far as I can see, what we need to work back toward is

getting more people involved in the responsibility of ownership, equity.
There are 30-some odd million people in the United States that have
securities of some sort. But that is way, way off. They do not go to the
actual meeting of the stockholders or this, .tinut, or the other. When you
come back to rural America, you can begin to evolve a philosophy that
will get people 'owners, in on the growth of our nation. The securities,
I do not think, are the answer. I think there it has to be some way
where, as I mentioned, like the investment corporation under Small
Business, where there is actual ownership and somebody who lives
there in that community is watching that enterprise.

Mr. Coam.,,N. Thank you very much, Governor. I appreciate your
response.

Mr. KLuczi-Nsiki. Mr. Stanton, any questions?
Mr. STANTON. I just have one observation. Your testimony struck

home to me, because my district is about 80 percent rural. Your ob-
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servations concerning the highway trust fund were of particular inter-
est to me. The State of Ohio has an interstate system, which is now
about 95 percent complete. Then Ohio has a state highway system and
a county highway system. In most counties, it is very adequate. But
at the township level our problems begin. The difficulty is that in Ohio
the township form of government, under our statutes, was set up only
for local control of government. The townships have no baSis for the
collection of money on which to take care of their highway systems.
After the last frost, we have a short season before winter sets in again,
and we do not have any solid base. We have no way of funding the
maintenance of the lower echelon of connecting roads between smaller
towns in my rural area. So I compliment you on the thought that at-
tention should be given down to the smallest roads. Just in using this
one example, I think you have shown a thorough grasp on this sub-
ject and I wish your organization the very best.

'Mr, ROCKEFELLER. Having a brother that has a certain responsi-
bility in a large State, we get into this question of whether we can
divert highway trust funds to rapid transit, to this, that, or the other
thing. And I do not think I can influence my brother. But I am con-
vinced that as we talk here about developing rural America, I can give
you one example of a city in Arkansas, El Dorado, where 26 indus-
tries have come there with the idea of locating, but the highway sys-
tem does not allow them to reach the interstate. And my brief reference
here was purely and simply to suggest that we have many. growth
areas, economic growth areas, in rural Arkansas and in rural-America
that, if we could devise a way of helping them get out, or get in, then
I think we can do a lot to create tax revenues. And these are tremen-
dously important. But 26 industries visited that town and wanted to
locate there except for highways.

So as we move from the completion of our present interstate high-
way systemI believe in rapid transit, I believe in all the other things
that go with it, but I am saying to you that I think we can produce
creativity in rural America by the recognition of growth centers if
they were properly served by good highways.

Mr. STANTON. Thank you, Mr. Chairman.
Mr. KLIICZYNSKI. The gentleman from Minnesota, Mr. Berg land?
Mr. BERGLAND. I have no questions. Thank you, Mr. Chairman.
Mr. KLUCZYNSKI. Thank you again, Governor. It is nice to be with

you and I hope to be with you again on that poor farm of yours. Take
care of it, so I will be able to enjoy it on the next trip.

Mr. ROCKEFELLER. I am now starting something which you will lie
very pleased with, Mr. Chairman, because of having been there. Be-
cause of our pollution problems and this, that, and the other, we are
going to put in a central sewerage system so that, we can recycle and
conserve.

Mr. KLIICZYNSE.I. Thank you.
The next witness is Mr. Clay L. Cochran, Executive Director of the

Rural Housing Alliance.
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TESTIMONY OF CLAY L. COCHRAN, EXECUTIVE DIRECTOR, RURAL
HOUSING ALLIANCE, ACCOMPANIED BY DAVID RAPHAEL, AS-
SISTANT DIRECTOR, AND PHILIP BROWN, DIRECTOR OF
INFORMATION

Mr. COCHRAN. Mr. Chairman, in the interest of time, if you will
insert my statement in the record, I will try to conserve time with my
verbal remarks.

KLUCZYNSKI. Without objection, it is so ordered. Your prepared
statement will be made a part of the record and you may proceed as you
wish.

Mr. COCHRAN. I have with me this morning our Assistant Director,
DaVid Raphael, and our Information Director, Philip Brown. I
thought something might come up that they could handle better than I
could.

We appreciate your invitation to be here.
The Rural Housing Alliance is a nonprofit educational organization,

funded initially by the Ford Foundation, to do research and education
on the problems of housing and community facilities in small towns
and rural areas.

We have been in existence about 5 years with a small staff ham-
mering away at these problems in an effort to find out the scope of them,
because such amazing little attention has been paid to them. It was the
result of our First National Rural Housin g Conference, that our re-
search director, Dr. Rucker, discovered that two-thirds of the substan
and housing in the country is in small towns and rural areas. That fact
has been available froni census data for years, but no one had troubled
to highlight it and our announcement of it was greeted with rather
widespread skepticism. Such is the nature of social belief when a fact
is unveiled which runs contrary to the "commonsense" of the
community.

All societies have their myths, ours no less then others. One of them
which seems to run very strongly through the thinking in our society
is what we have come to tag as metropoliana, a kind of "metro" psy-
chology which looks upon urbanization as inevitable and a social good
in itself. But more important is the accompanying presumption that if
urba.nization is good and inevitable, the more urbanization, the better.
So the bigger the cities and the more sparsely settled the hinterland,
the richer the nation. economically and culturally.

This state of social hypnosis has been carried to the point where it is
difficult for many people even to think about towns of 50,000 popula-
tion or under and those of the strictly rural areas at all, except to con-
demn deficiencies in humanitarian terms, and to try to devise some
means for getting the miserable peasantry out there into the central city
where, after some lingering in the ghettoes, they can look forward to
the joys of affluence in suburbia.

When you attempt to deal with problems of small towns and rural
areas, you encounter a kind of gray blanket through which you have
to struggle to get people to even discuss the problems in meaningful
terms. And it is in part this kind of social hypnosis that has permitted
us to contrive such things as price control programs without any real
regard for what they would do to population '!'distribution or the dis-
tribution of good things in small towns and rural areas, because if a
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particular program resulted in the expulsion of people from rural
'areas, it was presumed they were going on to a better life somewhere
else. Only when it began to appear (in recent years) that our con-
tempt for the organic relationships between rural, small town, and
more urban areas was getting us into trouble did we begin to rethink
our way, or as Walton Hamilton wrote, "impose some direction on
the headlong course of events."

Another thing which has misled a great many people into a kind of
security blanket of a different type is that most of us over the years
believed that the Department of Agriculture, which is a department
of agribusiness, largely, was really a department of rural affairs; that
is, that its research and concern was fdr all rural people. This is
simply an assumption contrary to fact. The recent discovery that
the Department is primarily preoccupied with the problems of com-
mercial agriculture and the packers, processors, and so forth, does
not mean that the Department has-suddenly changed. Over the years,
there has really been considerably less than a department of rural
affairs looking after rural people.

Thu basic using I am trying to say on metropoliana and USDA is
that more or less unconsciously, we have assumed that we were look-
ing at development and change in the country in a balanced way
when, in fact, we were preoccupied with he problems of the cities
and we operated on the false assumPtion that somebody was looking
after the people in small towns and rural areas.

There is a, great deal we do not know about our society and the one
reason we do. not know more about it is that we do not ask the right
questionsla-the early years,in working with thiS program, as well as
in other jobg, with Rural Electric Cooperatives, I kept raising ques-
tions which only now are beginning to be raised in other places as to
what dove really know about the impact of Federal programs on
small towns and rural areas? The answer is that we still do not know a
great aal about it, because implicitly, we did not ask.

In a recent publication by the Senate Committee on Government
Operations, we come as close to attempting to measure at least the
expenditures, if not the impact, of those expenditures of the Federal
Government, on small towns and rural areas. But as I point out in
some detail in my statement, the figures are pretty crude because we
had not asked the questions long enough before to begin to lay a
basis for proper developmen4, of .figures. The results are shockinn-
enough but if we begin to refine these- figures. I am convinced. thari
they will be even more striking, some of their findings being that ex-
penditures for health services run four times as great in the metro
areas, welfare payments four times as great, manpower training three
times as great, on a per capita basis.

Now, with at least 25 percent of the national income of this emmtry
under the control of the Federal government, we simply cannot dis-
regard the fact that Federal policies and Federal expenditures are
ndinn- to influence the distribution of population, income, everything
else-. And we think there has been far too little attention paid to that.

In the area of community water facilities and sewer systems, there
is another commentary on small towns and rural communities. Three
years ago, a survey showed that 32,000 rural communities lacked
decent water systems and 30,000 lacked adequate sewer systems. The
total cost of those today would run at least $13 or 14 billion, up from
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the $11 billion that was estimated 3 years ago. What are we doing to
meet this bathe need which is going to do more to determine where
industry goes than any 7.5 percent tax gimmick ?

This year, we are putting $342 million into such facilities from
Farmers Home Administration. The President is withholding $58 mil-
lion in grants. He says he will use most, but not all of them next year.
At this rate, it will be well beyond the year 2000 before we catch up
with the need that existed in 1969.

Over a recent three year period, Farmers Home told 7,200 rural
communities to withdraw their applications for water and sewer,
total $3 billion: The reason? No point in maintaining false hopes
among community leaders that loans and grants were going to be
made.

Adequate water and sewerage systems are something more than a
means of bolstering human pride. They are needed to protect the health
of citizens, to attract expanding industries, and to retain existing com-
mercial establishments.

In the area of housing, on which we spend most of our time, it is not
difficult to chart the deficiencies in the programs over the years. In pub-
lic housing, we have done a poor enough job since 1935, overall, with
something. like a million units under management, but about 24 per-
cent of those are in towns of 25,000 and below, the significance being
that if 60 percent of the bad housing is in small towns and rural areas,
we have put 24 percent of the only form of federally subsidized hous-
ing which will reach the really poor in those areas.

In 40 percent of the counties, there is not even a public housing
authority and many of those who have such authorities have built
very few units. One reason, of course, was that the subsidy from the
Federal level was not deep enough, and with the Brooke Amendment
and other changes deepening the subsidy, it is possible that this will
accelerate a change already under way, that smaller towns and rural
communities will use public housing. But it is not likely that they are
going to use much of it. There is a half billion dollars backlog already
(several months ago) of requests for public housing funds; the Presi-
dent has impounded about $100 million of the available funds and is
obviously not very friendly to using public housing in meeting the
housing needs of people.

One of the reasons, of course, that state and local governments have
been able to do less in these areas than they should have done has been
the distorted system of priorities in the Federal Government in the
last 20 years, where we have poured enormous amounts of money into
things like space games and the military, leaving the burden of sup-
porting education and local services -to State and local governments,
whose revenues are not adequate to it. The result is something like a
taxpayer's revolt. We go out to try Lo help a low income family get a
house, even tinder the subsidized programs that the'Congress has voted,
what do we find? That the taxes on a $15,000 house in the State of
New Jersey are $750 a year, so that you could giVe many families a
house and they still could not afford it. And there is no way out of that
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except for the Federal Government to begin to expend not just a little
bit, but a great deal more money in picking up the public burden of
supporting those facilities -which the lo6u1, and state governments have
had to bear in recent years.

In the non-public housinn-,area, of course, the Federal Housing Ad-
ministration is the oldest the agencies set up to improve employ-
ment, priMarily. It never functioned much in rural areas. The savings
and loan associations, fairly old institutions, also functioned relatively
little in small towns and rural areas. About the only- agency Which was
really set up to serve these needs was the Farmers'Home Administra-
tion.

Time prevents me from going into much detail on that, but basic-
ally, the Farmers Home Administration is totally incapable of carry-
ing its share of this load, primarily because, neither the White House
no the Congress will support adequate administrative funds for the
agency. Its capacity to lend teclmically is limited by a Bureau of the
Budget ceiling oninsured loans. But in fact, the ceiling is imposed by
the iack of administrative funds to handle the. loans. And as a result,
the housing need in small towns and rural areas goes largely unmet.

There have been improvements in recent years. The Congress has
extended the area of Farmers Home from towns with populations of
5,500 to 10,000. We think the population maximum ought to be 25,000;
and make some other changes, particularly in the farm-labor housing
program.

Where do we go from litre' Before the House Banking and Cur-
rency- Committee last year as a part of the study we did. we indicated
a whole area, a shopping list of changes trying to evolve all of the
existing programs away from a kind. of pragmatic discrimination
against small towns and rural areas. The Senate picked up relatively
few of those and the House has not reported yet We are even dubious
that you can revamp the old agencies to serve small towns and rural
areas. We really think the time must come, unless we are willing to
wait out the century for changes, that we make some kind of dramatic
departure and create a new agency and give them a definite.time ,span
and say, go out and eliminate the rural slmns and provide decent wa-
ter and sewer facilities here and. now, in much the same way that the
Congress did on rural electrification 30 or 40 years ago.

We are pleased to be here with you today. We commend you for
pushing these studies. because we are not provincial minded people.
We do not think the hope of the world is in rural areas or big cattle
ranches or anything else, but that it does lie in a balanced distribution
of population. The solution to that is that when the Congress does some-
thing in one area, it does so taking cognizance of the fact that the
Federal government is the biggest influence in the community and

anythinganythin the government ''Les or does not do affects the distribu-
tion of population and the welfare of people.

(The statement of Clay L. Cochran follows :)



STATEmENT Crsy L. COCIERAN, ExEctrivE DIRECTOR, RURAL HOUSING
ALLIANCE

I one played for u. while with the theory of economic determi-
nism and could Make little out of -it. If 8uppties at best a muttiptens
formuta who numerous terms are often evasive. Among these,
individuals in strategic positions have their part in shaping the
course of events, and the pevaiting intellectual climate has much
to do with enlarging or contracting the opportunity at hand . . .

I wonder . . . if the ealt-is for a program of -measures to be real-
ized. That approach seems to me to have the static quality of an
attempt to realize Utopia.. Is not the demand rather for taking an
amateur /tint, in the role of the gods and attempting to 'impose some
direction upon the headlong course of events? The great need -is for
a revival, of statecraft, a field in which inventions are even more
necessary than in technology. The art of politicsor rather of politi-
cal economyis a craft of contriving and adapting 'measures to the
ever-changing needs of society.

Solutions have a way of becoming as obsolete as the problems
which touch them off. The course of human events needs to be met
with series of ever new answers.

Mr. Chairman and members of the committee, we appreeiate your invitation
to appear before the Subcommittee to comment on the future of small town and
rural America, particularly the problems of housing and community facilities.

The Rural Housing Alliance is a nonprofit educational organization, funded
initially by the .Ford Foundation. to do research and education on the problems
of housing and community facilities hi small towns and rural areas.'
Rural Housing AM-al:cc,Purpose

RHA came into existence in la te 1909, its first hired staff becoming available in
January, 1907. For over a years WO have been trying to measure the dimensions
of housing, Water and sewer problems of small towns and rural_ areas, and (luring
that period, we have produced. a body of publications, which are a mixture of
Secondary research and efforts to guide the community in "hustling" the exist-
ing housing system, (IS Well as making it aware of deficiencies in the existing
programs. (A copy of our most recent publications list is attached as Appendix
Item A.)
National .Rural Housing Conference

It is indicative not so notch our original. genius as of the prevailing intellec-
tual climate" that we put together the First National Rural Housing Conference
in June, 1909. (with funds provided by the Ford Foundation) at which approxi-
mately one hundred ea refnlly selected scholars, public servants, and leaders
attempted to -bring the rural housing problem into focus and evolve means
for dealing with that problem. (The Report of the Conference is entitled "Peo-
ple Have A Right . . . To Decent: Housing" which has bad wide distribution. A
copy is attached for the Committee files.) It was in preparation or a working
paper for this Conference that Dr. George Rucker "discovered" the grim fact
that 2,f{ of the substandard housing- is in small towns and rural areas. although
those same areas contain only about 30 percent of the population. r.1.)hat fact
had been available from Census data for years, but no one had troubled to high-
light it, and our announcement of it was greeted with rather Widespread skep-
tiOsm. Such is the nature of social belief when a fact which runs contrary to
the "common sense" of the community is unveiled.

This recitation of a brief background is not designed as a public relations
announcement for REIA, but rather to indicate a part of the nature of the prob-
lem in meeting the needs of small town and rural people, i.e., a eondition of too
nearly universal "disconcern."
On the Nature of Reality Versus Mythology

All societies have their mythology. ours no less so that other and as the
quotation from Walton Hamilton on the first page of this statement is intended
to indicate, a society which allows its mythology to remain static over long pe-

Walton Hamilton to Horace Gray, December 31. 1957. Excerpted from Volume r, Num-
ber 1 of The Journal of the Unapplied Sciences, Winter, .1900, pp. 1S-19.

We generally define a small town ns our with a population of 25.000 or less. a definition
which is functional in our field because 25,000 seems to he a breaking point below which
many of the existing housing programs function poorly, It at all. It is an arbitrary figure
reflecting our experience.

3' 1
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Hods with inadequate attention to reality gets,iu trouble. As Bernard Shaw
once wrote, "People who believe absurdities commit atrocites" and so do gov-
erfunents and societies,
Metropo liana

Industrialization has created a "metro" psychology (metropoliana.) in this
country which looks upon urbanization as inevitable and a social good in itself,.
but more important is the accompanying presumption that if urbaniztition is
good and inevitable, the more nrbanilation, the better, -ipso facto, the bigger
the cities and the more sparsely settled the hinterland, the .richer the nation
economially and culturally. This.state of social hypnosis has been carried to
the point where itlis diffieuit for many people to even think about the problems
of towns of 50.000 and under and those of the strictly rural areas at all, except
to condemn deficiencies there is humanitarian terms, and try to devise smile
means for getting that miserable peasa,dry into the central city where they
can, after some lingering in the ghettos, look forward to the joys of ailluenee
and culture of suburbia.

Given an implicit. tacit, or overt' devotion to the concept of inetropoliana. iu-
div-iduals, organized groups and governments at various levels pursue policies
which appear to be based on a common, scientifically bolwarked belief. We were
preoccupied with the problems of the cities, for it was there that the' future of
the nation rested in terms of culture, power. prosperity, productivity . . you
name it. When we sought to solve the most apparent rural problem, a disparity
of income between rural and urban people, and did it by means of restricting
crop production and rewarding volnme of output (and size of operation) which
meant inevitably that millions of rural people would be forced' to migrate to
the cities, we slept comfortably at night, secure in the arms of ntetropollana,.
In the absence of such security we might-have contrived to bolster the incomes
and improved the living levels of rural people through something like the Bran-
nan Plan and cooperatives and by extending the benefits of labor and welfare
legislation on an equitable basis to rural people, but given our version of a com-
fort blanket we proceeded with a price support program which (coupled with
changes in technology) wrought havoc with rural life and the lives of millions of
rural people.

Only when it began to appear that our contempt for the organic relationships
between, rural, and small town, and more urban was getting us in trouble, here and
there doubts began to rise as to whether we should as Hamilton said, attempt
to "impose direction on the headlong course of events . . ."

The problems of small towns and rural areas are nothing new, Rural pop-Illa-
tion has declined for decades, accelerating after the war; many small towns
have declined or nearly disappeared, but they are not vanishing. Indeed in the
1960's, of the 4,300 towns with population from 2,500 to 10,000, 72 per cent of
them increased in population. Considering the discrimination they have suf-
fered under Federal programs, this shows a heartening vitality.'

The poverty and lack of opportunity in rural areas relates in part to metro-
polianti, brit it also reflects technological change and the American conviction
that big-ness and concentration of power are signs of progress and efficiency. (The
capacity of people to distinguish between what Veblen called pecuniary efficiency.
i.e., the capacity to ambush considerable quantities of loose cash and industrial
efficiency, i.e., low real estate costs and quality production is ubiquitous . . .)
Be that as it may, during these years, the eyes of the nation were fixed on the
cities, and the Department. of Agriculture was busy, in the main, in looking after
the interests of what has come to be known as the "agri- business" complex,
the eommercial farmers, packers, processors, etc. Contrary to general opinion,
the Department's role as the champion of agribusiness is not new, and the failure
to recognize this has meant that to the extent that we consmered the Department
a department of "Rural Affairs", i.e., rural people we have been misled, and the
result has been a kind of intellectual vacuum. If the USDA, for which rend
Department of Rural. Affairs, did not. care what was happening to small town
and rural people, who did? The answer is very simple: Nobody much.

Liailcing at the Broader Pict arc of AM(TiCilib Life
:For the most computerized people in the world, there is a great deal we do

not knowquantatively or qualitativelyabout our own country. One enters the
arena as a champion of the rights of rural people to clean water, modern sani-

2The Census shows that number of towns under 1,000 grew from 9,836 to 0,870 In the
1960's ; towns of 1.000 to 2,500 grew- from 3,416 to -3,515. Also 200 non-metro towns of
10,000 to 50,000 grew by 15 per cent or awe compared to national average of 1:l per cent.

3o



34

tation disposal and deeent housing only to be challenged by the Knights Errant
of Metropoliana and their neanderthal allies the Blind Yeoman- of the Free Mar-
ket/Faith. We are told that the housing system serves the people if the people
are. in the right place and have enough income, and if they are not, then. they
shofild beget themselves to the right places, i.e., "growth centers" (whatever theyare) or to the towns and cities. When we know that there are already hordes
of people in those areas who lhae-miserably in poor housing or are supported by
degrading welfare programs' all we are offered by way of explanation is a
wave, now and then, of statistical incense but nothing more substantial.

The crude facts of the last decade have laid to rest the concept that the great
cities are the ultimate haven and refuge of the rural people who seek opportunity,
but concepts like "growth centers" emerge as substitute mythsanything to
avoid facing up to need here and now in small towns and rural areas. To

ichallenge the concept of "growth centers" today is considered irresponsible and
unscientificalmost un- American.
Lookin'y for the Facts

Reality must rest on facts, however evasive they may be, and when one tries
to find out why some small towns and most rural areas haVe been declining
when there appears to be no satisfactory alternative location for their population,
one encounters a faulty Mosaic of data which in turn is the product of pre-occupation with metropoliana, . . . In Hamilton's iN'ord:,; we encounter the "pre-
vailing intellectual climate . . ." which has so much to do with "enlarging or con-
tracting the opportunity at hand".

REIN has ascertained some of the facts on housing and community-facilities
which I wilt detail subsequently, but since our attempts to get a. hearing on nec-
essary changes, innovations and modifications of existing legislation and policies
are so frequently countered by the myopia engendered by the mythology of
wetropotiana, let me dwell for a moment on the larger field.
Government and Public Policy as Forces for Change

Intrinsic in the concept of metropoliana, is the belief that the nrivate market
and the private economy and technology are the moving forces in our society,
and unless we are willing-to kill or cripple the golden egg laying goose, we must
adjust ourselves to the results. But this viewpoint is only a prejudice. The Fed-
eral government (not to mention the states and other levels of government)
controls something like 25 per cent of the income of the people of this nation,
directly. and directs the expenditures or allocation of an indeterminate but large
percentage above that level. It follows that the pattern of Federal expenditureS
and the nature of Federal policies in allocating funds and resources through sub-
sidies and other devices like insured credit have a,greater effect ou the distribu-
tion of income and population and opportunity than any other discernible factor.

Bence a counter to the magic of metropoliana, and its free market forces. is
the concept of government as a maker and director of ehatige. Whether popula-
tion is pouring out of rural areas into "growth center"', the great; central cities,
or suburbia or pouring in, Federal expenditures and Federal subsidies and other
contrivances are obviously a major factor influencing that flow.
Deficiencies of Data Influonce Programs

Much of the data on our society are as metropoliana oriented as is policy. For
tifl. mple, figures on housing starts in small towns and rural areas are highly

deficient. little more than guesswork. Figures on unemployment are even worse
. . . so it goes in many vital areas.

It is encouraging that more and more efforts are being made to ascertain the
eeonomic facts of life in small towns and rural areas, but the very crudeness of
the results is eloquent witness to lousy neglect. A recent publication by the Sen-
ate Committee on Government Operations, December. 1071, entitled "The Eco-
nomic and Social Condition of Rural America in the 1970's" is an ambitious at-
tempt to analyze the distribution of Federal outlays among U.S. counties. Re-
lying on the single most competent source of rural data, the Economic Research
Service of the Department of Agriculture, the results are pretty shocking, but
they a re also imprecise and incomplete.

Commenting in the LOW income Housing Bulletin, Dr. George Rucker
says:

This Indira ten no bias against welfare programsbat against many current welfare
policies and aid levels.

30
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"For several years, the Office of Economic Opportunity has been compiling
from the various .1rederal agencies data on their program outlays on a county-by-
county basis. Last year, the Economic Research Service of the Department or
Agriculture used the FY '70 data to prepare, for the Senate Government Oper-
ations Committee, a study on "The Distribution of Federal Outlays Among U.S.
Counties." The basic data leave much to be desired. Not all programs are reported,
for one thing. (Public housing and rent supplements are prime examples. HUD
Says that financial data on a county basis just aren't available.) Those that are
reported are not necessarily handled on a comparable basis. (Figures for FHA's
insured housing loan programs are on a "face value" basis, which is okay as a
measure of program level, but not exactly the same as the actual outlays of
tax money.) Finally, it appears that many times the county figures are estimates
of pro rata shares, rather than actual figures.

"Having entered those caveats, the study at least reflects the Federal govern,
ment's best guess as to how its activities are distributed, and that saws largelv
confirms the pattern of "metropoliana". Per capita income in no-metropolitan
counties is more than $1,000 below that in methopol.itan counties and (perhaps
hi obedience to Matthew 25:29), the level of per capita outlays in those counties
is more than $100 less than in metro counties. The figures for the housing pro-
grams (excluding public housing and rent supplements) work out to $91. per
capita in metro counties, $40 per capita in non-metro counties, and only $35 per
capita in the most rural counties."

The "Report Highlights" states that Federal spending on human resources
development, education, health; welfare, vocational rehabilitation, manpower
training and development are disportionally metropolitan. Expenditures for
health services are four times as great, welfare payments 4 times as great, man-
power training 3 times as great in metro counties as in non-metro areas.

Non-metro counties account for 66 per cent of substandard housing, but re-
ceives only 16 per cent of Federal housing assistance.

Non-metro counties account for 50 per cent of all children between the ages
of 6 and 17 in. poverty-level families, but, receive only 20 per cent of all Federal
child welfare service funds 24 per cent of ADC payments ; 26 per cent of Head-
start and follow-through assistance, and a more "generous" 41 per cent of Fed-
eral outlays for elementary and secondary education.

Eight out of every 10 Federal dollars spent on defense, NASA, AEC, a total of
63.9 billion go to metro areas .

However deficient and incomplete the data are, they clearly indicate that the
Federal government is a major force in allocating income to the metropolitan
areas, and that the discrimination against the people of small towns and rural
areas is gross.
Community FacilitiesWater and Sewer

The sad plight of the rural community water and sewer system development
program is another commentary on the way small towns get the short end of the
stick-. Three years ago a survey showed that approximately 32,000 rural 'com-
munities lacked decent water systems and 30,000 lacked adequate sewer systems.
The total cost of financing these systeins today_would run between $14 and $15
billion.

What are we doing to meet this basic need? This year .approximately $342
million is being provided by FliI4. The President is withholding $58 million in
grants. He says he will use most of the withheld funds 1973, but not all.

At this rate it will be well beyond the year 2000 before we catch up with the
need that existed in 1969. Over a recent three-year period the Farmers Home
Administration told 7,200 rural communities to withdraw applications totaling
$1 billion. Reason : No point in raising false hopes among community leaders.

But adequate water and sewer systems are something more than a means of
bolstering civic pride. These facilities are needed to protect the health of our
citizens. to attract expanding industries and to retain existing commercial
establishments.
Housing

Federal intervention. in the free housing market became effeftive. in early New
Deal days. Other than limited programs carried out by the resettlement
istration and sub.aquent USDA agencies, the two major programs were public
housing and Federally insured loans, FHA. Originally the public housing pro-
gram was a Federal. program, but a Supreme court decision compelled the Con-
gress to rewrite the law which resulted in placing the initiative with local gov-

0
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ernment, which is another way of saying that it left the housing needs of the
poor up to the local government. Only about a million dwelling units have been
put under management since 1935 and only 255,000 of these or 24 percent are in
towns of below 25,000 and below (1960 Census). In recent years there has been
an encouraging increase in the number of units built in rural areas, but it is
apparent that a large percentage of these are for the elderly and that there is
still less than an obvious intent to meet the needs of other groups through public
housing.

The failure of local, state and regional governmental units to take advantage
of the public housing program for their low-income population doubtlessly runs-
to many factors almost 40 percent of all counties still have no public housing
program and many of those who do have have built only a few units. One reason
for this failure is obvious: the subsidies until recently have been, insufficient to
house many of the really poor who tend to be concentrated in small towns and ,
rural areas. Local governments could not afford or would not pay the additional

. subsidy. With the passage of the Brooke amendment the subsidy is deepened,
but even today if a local government wishes to subsidize its poor people it will
have to dig into its own coffers which are already badly strained for other es-
sen ti a l services.

Moreover, although there is a backlog of over a half billion in applications
.'President Nixon has impounded nearly $100 million for meeting that need and
shows,no indication of either releasing those funds or requesting more. Public
housing, the only program which has a subsidy large enough to meet much, if
not all, of the needs of very low income people in rural communities is not pop-
ular with the administration.
Financial Pres. sures on State and Local Governments

It is necessary, Mr. Chairman, to point out that one reason many local gov-
ernments cannot afford to Subsidize housing for their low-income people is the re-
sult of the lopsided priorities for Federal expenditures for a generation which
have resulted in funneling Federal surpluses into space and War games, into im-
perialism if you please, leaving too much of the burden of supporting public serv-
ices on state and local governments. It is not, possibly, that we could not have tit-
forded more Federal assistance for housing in spite of the level of military ex-
penditures, but we have also tended to use the Federal tax system as the key
device to maintain prosperity, so that over and over in recent years when there
was an alleged need for a shot in the arm to the economy, that shot has taken the
form of a tax reduction, usually weighted in the directions of the big corpora-
tions and the upper income groups. This has cut sharply into the funds which
could have been available .for social expenditures including housing. One Senator
estimates that for corporation taxes alone the loss through tax reductions, directly
or through increased loopholes or allowances have reduced Federal funds by $9
billion for this year and $17 billion for nest year. These losses are from corpora-
tion taxes comparing 1960 to current years.

As long as such Policies prevail, public housing is not going to be used on any
scale to remedy the scandal of rural housing.
Non-Public Housing ProgramInsured Loans

The second major early program was the Federal Housing Administration un-
der various names which estaloished some standards and insured loans by private
lenders to home builders. This fogram was conceived basically as a job creating
mechanism and it continued over the years as a. credit agency for -0) middle-in-
come groups and (2) nonrural residents. Since FHA can insure loans only where
there is a private lending agency to make the loans, this has meant that from the
beginning it' has an overwhelming, urban bias. By and large it has not functioned
in small towns and rural areas, nor is it likely to. It is estimated that 14 percent
of FHA assisted units are in nonmetropoll tan areas.

Savings and Loan Associations are also relatively hoary institutions aimed at
housing financing, but here again we find that Savings and Loan Associations in
only half of the nation's metropolitan areas accounted for three-fourths of the
.residential mortgages, leaving the remaining of one-fourth split between Saving
and Loan Associations in the other Standard Metropolitan Statistical Areas and
all nonmetropolitan areas.
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Farmers. Home Administration
Early FmHA housing programs. were either limited to farm dwellings, and

mighty few of them, or, under R.W;ettlement and FSA (predecessor agencies) to
some resettlement and farm labO,r community housing. The two latter programs
were wiped out during the 1940s. The farm labor housing program was the most
creative in our history and nothing like it was re-established until last year when
FinHA began to make 90 percent grants and 10 percent loans at one percent in-
terest. In the interim we had lost virtually a quarter of a century in dealing with
the housing needs of the most exploited part Of the nation's workforce.

Beginning in 1961, the Congress authorinn FimiHA to administer a non-farm
housing program, initially with direct loans from the Treasury. This was an ad-
mission that neither the HIID programs nor private lenders were adequate to
meeting the rural need. But direct loans have "budgetary impact" i.e. they tend to
unbalance the budget of the Federal government. They are not any different in
fact from FHA insured loans, but under the primitive bookkeeping system of the
Federal government they appear, it is asserted, to jeopardize the foundations of
the republic. 'Ultimately the Congress shifted most of FmHA's housing loans from
direct to insured. This was achieved at a great increase in the burden on the
taxpayer, but it reckoned with the taboo of budgetary impact and therefore re-
ceived a modest blessing from the budgetary magicians.

The record of FmHA in making housing loans in recent years is impressive.
The program started in 1949 and 1962 a relative handful of families, 32,000,
had been housed with FmFIA assistance. By 1972 this figure had risen to 602,000.
In 1973 the agency plans to loan $2 billion for housing, four times the amount
advanced in 1969.

But these statistics pale when you measure them against the real housing
needs of rural people. The Farmers Home program is falling far short of meet-
ing the goals set by Congress in 1968. In 1971, for example, all of the housing
programs that involve subsidies fell short of meeting the goals, but none failed
so miserably as Farmers Home. FmHA assisted starts and rehabilitations dur-
ing 1971 were only 56 percent of what the Congress said was needed to erase
bad housing, and the estimate of the Congress was very conservative.'

Also, while the dollars loaned are climbing, the number of houses bought,
built or remodeled are actually declining. In the first six months of fiscal 1972
the FmHA made 49,457 loans ; in the same period the previous year they made
51.524.

Inflation is taking its toll. The average initial loan this year is $1,400 larger
than last.
. In addition, it seems quite likely that FintIA will not lend all that is authorized
for this year. The program level is $1.5 billion and as of December 31 the agency
had loaned $665 million. In fiscal 1971 FmHA wound up the year with $94 mil-
lion of authorized housing funds unspent. This year the amount left over may
be even greater. The prospect of the agency being able to lend $2 billion in 1973
seems unlikely.

Despite the abolition of the above moderate FmHA loan program three years
ago, FinHA does not and cannot reach the really poor. The biggest subsidy it can
offer is one percent interest and that is not enough.

But the most serious drawback to FmHA'S housing programs is the deficiency
in administrative funds which limits the program in size and tends to compel' it
to serve higher income families. And matters grow worse, . . .

The Changing Profile of FmHA's 502 Borrower
Figures on the characteristics of borrowers -under Farmers Home Adminis-

tration's homeownership program for low- and Moderate-income families in
Fiscal 1971 have recently become available. A comparison of these statistics with

4I don't think the Administration has ever divided the national housing goal between
urban and rural, they did allocate it between HUD and USDA (in the 2nd Annual
Reportlcalling for a total of 1.436.000 PrnITA units over the 1.0 years; 403.000 of them
to be achieved In the first four fiscal years (thru FY '72). It is this goal that can he com-
pared to the 273,000 starts and rehabilitations FraTIA expects to have thru this
they are about s on target over the first four years, but that's in part because the goals
report assigned them production they had virtually made for the first couple of years.
Currently they are at about 60% or less of the assigned target and an averaging of the
total assigned goal (rather than a rising production curve) would require 594,000 units
in the first four years. or more than twice what they have 11111Tinged.

RFTA has not assigned units by agency but slam we think the total assisted housing
goal for small towns and rural areas shook] be 13 million instead of HUD's 6 million,
FmFIA's portion should be more like 3.2 million instead of 1.5 million.
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those for 'Fiscal 196$ demonstrates the way in which rising housing costs have
already more than offset the effect of the interest credit program. The figures are

Fiscal year-
1968 1971

Distribution of borrowers by unadjusted income (percent):
Under $4,000 13.5 11.5
$4,000 to $5,999 '37.1 25.4
$6,000 to $7,999 42.9 38.0
$8,000 and above 6. 5 25.1

Average unadjusted income $5, 793 $6, 464
Average size of house:

Square feet of total area' 1, 375 1, 307
Square feet of living area 1, 114 1, 078

Average cash cost of house $11, 068 $14, 235

As can be seen, despite the initiation in FY '69 of the interest credit program,
allowing FinHA to reduce the interest rate to borrowers as low as 1%, the
agency's ability to reach low-income families has lessened dramatically in the
last four years. The average income of borrowers went up my 11%; the proportion
of borrowers with incenses of '$8,000 and above went from less than 10% to more
than 25%.

The figures on the size and cost of houses illustrate why. The average size of
the house has decreased somewhat (living area by 3 %, total area by 5%), but
the cash cost has increased by almost 29%. In short, the subsidy provided by
interest credits has gone to the house and lot (or rather, to those who snake,
market and finance them), not to the borrower.

The White House under three presidents, Kennedy, Johnson and Nixon has
starved FmHA or administrative funds and in recent years aggravated that con-
dition by imposing personnel ceilings. They are currently under orders to reduce
personnel by 5 percent below August 1971.

Moreover, the Congress. although slightly more generous, has not offset White
House penury and the program stumbles along at an unjustifiably low level.
Improvements in Programs

The picture is not entirely black. The Congress has made some improvements
in housing legislation affecting small towns and rural areas in recent years.
These include increasing the size of town Fm1.1A could serve from 5,000 to 10,000;
providing technical assistance funds to promote.self-help housing by FmHA;
dramatically improving the farm labor housing program as indicated earlier ;
but with inadequate funds, often impounded by the President.
4.-.Inboth FHA and FmHA the interest credit gimmick which makes it possible
to reduce interest to as low as one percent was approved, This appeared to be
a step forward, a very expensive step to the taxpayer, but forward nevertheless.
Unfortunately rising prices of land and construction are diminishing the benefits
to housing consumers.

It is really incredible that the Congress and the White House would rely on an
interest subsidy program along with insured loans that is as expensive as just
giving the homes away to the recipients, for this is the case if the subsidy is
down to one percent interest. The taxpayers are the victims of superstition in
Federal accounting practices, and to the extent that the costs of the programs are
increased the poor fall victim at the same time.

These comments by no means exhaust the fund of criticism which can be
directed at existing .programs, but they give some indication of the inadequacy.
Where Do We Go From Here?

It is apparent that we can take one of several roads from here into the future.
We can stay on the one we are on and low income people in small towns and
rural areas can wait 'til Kingdom Come.

We can, with White House consent and cooperation, greatly increase the use
of public housing in meeting the need.

We can jigger the existing agencies, modify their authority, increase their
authorizations and hope to evolute into something better. Attached. as` Item. B
is a shopping list of changes needed in housing law to help us along the road.
The Senate has adopted six of these changes in its version of the Housing Bill
for 1972, not very significant ones. The House has yet to report.
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But the changes in law, ate without much meaning as long as there is no dispo-
sition on the part of the Congress or the White House to solve this problem .. .

-because 'it take-moner-Moreover, I- am-- very- -doubtful- tha we-canevolu te, flown .
this road with the existing agencies.
Evolution May Not Be The Way

There. has been increasing concern in recent years over the apparent inca pea city
or unwillingness of HUD to function outside metropolitan areas. One response
was to establish the Office of Small Town Services in HTJD. This was hailed as
a big step. Assistant Secretary Samuel C. Jackson wrote:

"The creation of the Office of Small Town SOyiees,Within HUD.'s Office. of
Metropolitan Development underscores our concern toward ensuring that the
small community point of view and condition are fully recognied in developing
policy and program decisions.

"Thus, the Office of Small Town Services serves as a central point in HUD for
focusing on the problems of smaller communities. . .."

That writing was published in July, 1909: Woe be unto the concerned small
communities, for in the interim the Office of Small Town Services has been
dismantled.

At another point, Representative Wright Patman, concerned about the rural
hOusing problem proposed to create an Assistant Secretary of HUD to concen-
trate on the problem. Secretary Romney countered by proposing to create a Task
Force made up of HUD and USDA/FmHA representatives to cope with the
problem. That Task Force prepared a rather comprehensive and candid report
Indicating that HUD had not been performing in towns of 25,000 and below,
Same being no news to anybody outside HUD, but instead of plugging ahead on
corrective measures, the Task Force folded its bureaucratic tent and vanished
into the night.

Congress in 196S approved Section 106 of the housing act providing, among
other things, for the development of an education, technical assistance and de-
livery system for low income people, and could have been particularly vital to
rural people. Section 106(b) provided seed money and it has been used, but HUD
steadfastly refused to carry out the instructions in Section 106(a). We attempted
to get the program going; Senator Mondale, the original author of the language,
did the best he could. The duplicity of HUD's lawyers overwhelmed us all. In
1970 the section was revised and strong, clear report language was included in
the Senate report. It alstiliauthorized $5 million a year. What happened? The ad-
ministration asked for no funds. Congress appropriated $1 million. The Presi-
dent impounded the funds, ostensibly as a major weapon against inflation.
(Laughter). Finally the funds were released and HUD issued Circular 4403.4 as
guidelines. The guidelines prohibit grants to local organizations: They permit
grants only to those who give "technical assistance" to local groups. At the mo-
ment there is a plethora of technical assistance available and an -almost total
deficit of local administrative funds. Once again, HUD has refused to carry out.
a congressionally authorized program. The pattern is obvious. HUD's whole his-
tory is one of dealing with already established institutions whether they were
housing authorities or private realtors or lenders. It is incapable to comprehend-
ing that there is a need for local housing delivery systems and going about the
task of developing them. Metropolianaand, in this case, an apparent dedication
to the presumed interests of private contractors. We are at a loss for any other
explanation. We do not believe that the development of local or area housing
delivery systems will jeopardize private contractors; we think the opposite.
that it will result in an upsurge of building activity in small towns and rural
areas, redounding to the benefit of all of the people, particularly the building
contractor and supplier. But for some reason this appears to be utterly incom-
prehensible to HUD.
The Need For. New Approaches Outside USDA And The Tower Of Babel (HUD)

We are increasingly convinced that if any dramatic progress is to be made in
providing small town and rural people with decent housing and modern water
and sewer facilities as well. as community facilities like clay care centers and
other community buildings, that it must be done by an entirely new agency, an
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independent agency with no official ties to either the Department of Agriculture
or HUD.'

Oul. experiences 'make us very dubious about the old agencies. They indicate
that it is possible that the Congress should create some new agency, possibly
along the lines of S. 2S97 and H.R. 11974, creating an Emergency Rural Housing
Administration. This or some equally, dramatic action would constitute an open
affirmation of the intent of the Congress to solve this problem within a fixed
period of time..'
Summary Of The Emergency Rural Housing Administration

Any person is eligible for service who lives or desires to live in a rural area
or community and who cannot secure minimum housing facilities by any other
means within two years. Rural area is defined as any "open country or any place
outside a standard metropolitan statistical area," and small community is de-
fined as a town of 25,000 people or less.

The EREIA would be an independent agency administered by a person ap-
pointed by the President and approved by the,Senate. He would be instructed to
accomplish his task in 5 years. The Administrator would be authorized to hire
employees without regard to the civil service laws, to enable him to invole low
income and minority people who are qualified but cannot breach the Chit Service
barriers.

The agency can lend money to buy or rehabilitate houses, for ownership or
rental, It can lend money at one percent for ownership and poStpone payment on
half the principal, No eligible person can be required to pay more than 20 percent
of his adjusted income for principal, interest, taxes and insurance but a family
/nay pay more if it desires in order to be eligible for a loan. (Adjusted income
is total income less 5 percent, less $300 for each member of the family and less
$1.000 for any disabled or mentally retarded member.)

`The agency can buy land and develop it for housing. It can finance rental
projects, water and sewer and other community facilities. In rental projects, no
person will be required to pay more than 25 percent of his adjusted income for
the total cost of rent, heat, water and electricity.

Any family renting from the agency will be permitted to buy the property
whenever feasible.

Tile Administrator may enter into "area responsibility anTeements",with any
local agency, meaning that a local agency can participate only if it agreeS to meet
the total need in its area. The ERTIA may furnish supplemental assistance to
other programs, for example, it could supplement public housing or Farmers
Home subsidies.

A dramatically important section provides that no eligible person shall be re-
quired to relocate to facilitate economic development, meaning that no person can
be forced to move to please some planner who believes he should live somewhere
other than where he wants to be, marking a pause if not not an end to the
propaganda for forcing people into so-called "growth centers".

The law would require that houses be built to last 50 years with minimum
maintenance costs, and that the plans for housing and location shall be "devel-
oped with the active participation" of the people to be. served. The Administrator
is required to provide for the people with lowest incomes first, and provide them
with home ownership whenever possible as opposed to rent.'

The financing of the program- is in marked contrast to most other programs
which involve expensive subsidies to private lenders. 'Under this program, con-
struction would be financed with Treasury credit N1,11101 is far cheaper than
private interest subsidies. The Congress-would appropriate $500 millidn a year
(less any repaid funds) to finance administration and the retirement of debt to
the Treasury.

If such a bill were enacted, it should take us far clown the road. There are
other measures needed. The Congress is going to have to face up to reforming

5 Mr. Chairman, I do not holieve that bigness (private or public) moans efficiency or
promotes democracy: The trend for years has been to consolidate one Federal agency after
another into the major departments and another such drive is currently underway. HUD
and HEW are Towers of ]label. far too hit: and full of different if not conflicting interests
for effective administration, The Department of Agricolture Is overwhelmingly the Depart-
ment of Agri-Business and the non-agribusiness agencies get the hind tit year after year.
One eommentator recently said that If the trend toward consolidation continuos. ultimately
we will have only one :Federal Department and then the President can abolish it and do
the Raper work In the White House. or I wo1)1(1 add, eontraet.,:ont the Federal government
to one of the handful of bIg corporations who are rapidly achieving the same degree of
concentration in the private sector. I suggest that it is time to break tip the big ones, in
and ont of government.
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the tax system which rests far too heavily on low income people, particularly
state and local property taxes. It should long since have taken steps to recapture
a large percentage of all unearned increment on land to put into a land banking
trust :fund to lower or subsidize the cost Of land for building sites for home, pub-
lic .Caeilities and parks.... The least yon :..an do is stop subsidizing land specula-
tion with capital gains privileges, but it would be far better to capture some of
those gains for a trust fund.

The solutions we thought we had to the housing problems a generation ago,
and even more recently, are obsolete, made ineffective by time and vested interests
and -the changing nature of our economy. It is time for some new quest .ons and
sonic new answers.

The future of rural areas and small towns are going to be very closely related
to their ability to secure adequate decent housing, water and sanitation facilities.

We cornmeud you for pressing air inquiry into these problems as a means of
eliciting ideas and focussing attention on them.

Mr. KLuoz.vxkc.i..Let the Chair make an announcement.
The Chair has just been informed that J. Edgar Hoover died in his

sleep last .night. We are all sorry to learn of this. Mr. Hoover has done.
a wonderful job.

Mr. Cochran, we want to thank you for that wonderful testimony.
We are proud to have you. We all know you are doing a Wonderful
job and we are happy to have your testimony.

You speak of creating a new agency for rural America. Don't you
think that the problems of rural America can be solved by our present
agencies? Do we have to create a new agency?

Mr. CodunAN. Well, Mr. Chairman, I think as far as public housing
is concerned, if there were a real effort on the part of HUT) or some
other agency, even iiicluding 0E0, to push that program, and if it
weren't for that half billion dollar backlog of applications, public
housing might be made to work. I think public housing could and
should be used in a lot of innovative ways. But outside that particular
area, you have CO turn to private loans, subsidized loans. In that area,
neither the Congress nor the White House has shown any disposition
to rev up the old agencies and provide them with adequate funds and
make them function. There is usually so much resistance to the changes
that are brought about within the agencies that we sometimes think it
would just be better to turn over a new leaf and assign somebody the
job of going out there and utilizing all of the tools that are available.
You do not abolish Farmers Home, you do not abolish public hous-
ing. But hopefully, if there were enough support for a really new ap-
proach, there would also be enough support to provide the housing
assistance agencies with enough funds to meet the requests coming in
out of rural areas. We would like to see a kind of whole-istic approach
to the problems of the rural areas, rather than seeing agencies scattered
all over the lot and nobody carrying through or taking on the whole
problem.

Mr. KtioczY.xsic.i. I guess that is the purpose of the legislation
now pending in Mr. Chet Holifield's Committee on Govermnent Op-
orations.

Is that right, Mr. Gorman ?
Mr. CORINIAN. Yes sir, I believe that is one of the objectives.
Mr. Icr,uczyNsKr. I understand that bill Will be out in the next two

weeks, and of course, it may strongly affect. the Public Works Com-
mittee. HUD already has a lot of their own problems with building
homes and everything. I am curious as to how they are going to build
roads.

.4 6
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Mr. COCHRAN. Mr. Chairman, do You really believe that making
the government ageneies bigger and' bigger and bigger is going to
make them function better and better and better?

Mr. KLUCZYNSKI. No. I have-been around long enough to know that
frwhen we create a new agency with only 50 or 100 people, in 2 or 3 years

time, there are 20,000 to 30,000. Then we have to put up a new building.
That is my experience with the Federal Government. You can believe
me when I say that.

Mr. COCHRAN. They didn't function better, did they?
Mr. KLUCZYNSKI. I do not think so, no. Absolutely not.
Mr. Gorman, any questions?
Mr. CORMAN. Thank you, Mr. Chairman.
I certainly appreciate the testimony.
One of the things I have been confused about and I wonder if you

would have any accurate statistics as to taking cities or towns of 50,000
or less. Where do most of the people live who live in towns of that
size? Do they in truth live in scattered rural areas or do they live
in 'metropolitan areas as merely fragments of local government? Do
you have any. figures on that at all ?

Mr. COCHRAN. None I can conjure up. State that again briefly for
me.

Mr. CORMAN. 'lake my own district. I have a city of 20,000 perTle.
Now, my district is a suburb of Los Angeles. Those. 20,000 people

live in a very dense metro area. 'We have 78 cities in our county and
a great nuw ber of them are 50,000 or under. It seems to me we make
a mistake when we start trying to legislate relating to the size of the
city and think that we are extending aid out into the hinterland, where
you have a city of 25 to 50 thousand and you have a little breathing
spell of 10 or 20 miles, and then another city. Because most of these
cities, I believe, are clustered in counties like Los Angeles or Cook or
some other place around the country:I did not know if your organiza-
tion had any statistics.

Mr. Comrim-N. Let us take a look at it, but one othe things I skimmed
over in my speech here was when HUD and the USDA set up that task
force R. couple of years ago to look into their services in rural areas,
they drew a line at the same point we have over the years. That is
25,000, because that is the town, not a nice little prosperous suburb
of Los Angeles where HITD's insured loan programs do not function
too well, because the lending institutions are not there. But however
you draw that line at 50 or 25, how many are really a part of megalop-
olis, I do not lmow.

Mr. CORMAN. At, either level, I would be interested in your findings.
(Additional materials submitted by Mr. Cochran follow :)

While Farmers Home Administration legislative authority extends to towns
of 10,000 and below, internal regulations provide that no such town can be
served if it is associated with a metropolitan or non-rural area. The regulations
are included in USDAFHA Administration Letter 54(444), dated May 3, 1971.

Two factors determine whether or not an extension of authority to 25,000
will significantly affect the ability of Farmers Home and of the subsidized
housing programs to reach an unserved population :

(al can freestanding. "rural" towns of 25,000 or lesS be served by existing
programs? Our testimony and our experience indicate that because of the sparse-
ness of lending institutions and available credit in these towns, they cannot
use HUD programs, other than public housing.

(b) Mr. Corman's question precisely, are there any people in freestanding
(not suburban) towns of less than 25,000? We attempt to supply some evidence
that there are indeed.
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The statistics would imply that when a state is highly urbanized, such as
California or New York-, the assumption that most towns of this size (10,000

, to 25,000) are suburbs is well-founded. But in other states with few metropolitan
centers, more than half the towns of this size are freestanding and serve rural
areas. And in states with no real metropolitan area, virtually all the towns
below 25,000 population are rural in character. But even the large urban states
have a sizeable number of these towns, and a sizeable population in them.

(Statistical table follows :)
SURVEY OF 9 STATES INDICATED THE FOLLOWING FIGURES FROM THE 1970 CENSUS OF POPULATION

Towns of 10,000 to 25,000

Outside SMSA's (rural)
Within SMSA's (not

urbanized) Within SMSA's (urbanized)

State Number Population Number Population Number Population

Alabama 14 198, 891 2 25, 058 5 83,135
California 19 286.475 21 317, 797 104 1 ,762, 150
Florida 19 256,402 4 ' 59,267 33 572,025
Minnesota__ _ ______ 11 ' 144;301 4 50,940 16 283,528
New York 19 295, 876 5 79,994 84 .1, 314, 796
South Dakota 5 66,629 0 0
Tennessee_ 13 189, 240 4 60,499 3 46, 510
Washington 13 202,833 0 12 211,759
Wisconsin 10 149, 546 1 16, 555 19 290, 807

Note: The 1st column was compiled for 25 other States as well. In these 34 States alone, there are some 363 towns of
10,000 to 25,000 population outside metropolitant areas, with a total population in these towns of 5,430,355.

Mr. ConmAx. Another thing I want to ask; it seems that we started
the theory of farm subsidies to preserve the small family farmer. But
.1 know one of my former constituents, John Wayne, gets about a
thifd of a million dollars a year, and he does live downtown. I am
wondering if the family farmer would not be better off if we just
did away with that operation altogether ? Because at least his -big
competitor would not have his hand up to his elbow in the Federal
till.

Mr. COCHRAN. Well, over the years, coming out of a. basidally rural
community, I was always sympathetic to the idea of trying to create
some kind of parity of income between rural people and urban
people. But it was obvious to me by the late thirtiesI was sitting in a
migratory labor camp in the Rio Grande Valleythat the price
support program was expelling the tenant and sharecroppers in vast
numbers. It was redistributing population, not income, except up-
wards to the landowner.

Over the years, I was always a supporter of something along the
lines of the Braman plan so that we could put a floor under the prices
of farm income up to a certain point and then, if the big ones are
really that efficient, let them go. If they cannot produce without the
support, then let them sell their land back to people who can.

We not only had a wrong-headed price support program, but you
from. California laiow that for a while there after the war, we were
brining in n, half million braceros a year to beat down wages, which
meant that the farmer who hired little or no hired labor was at a
terrible disadvantage compared to the man who was enjoying an
enormous subsidy. The discrimination has been there in many areas
including the social security program. For 20 years, we have talked
about saving the family farm and in one Federal program after
another, we have undermined it.

Mr. COWMAN. I am wondering, if farm labor attains the same
strength that industrial labor has, that maybe that is our final answer?

4u
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In other words; they are going to have to negotiate for their living
standards with agribusiness, but if they are in a position to do if
from a position of strength, then maybe the farm laborer has a
decent living and a lot of people might rather be out there on a
harvester than sitting in a plant screwing on bolts. But if he is
going to get a dollar an hour on the combine and $4 an hour in the
factory, he is going to opt for that second job.

Mr. COCHRAN. Unless we contrive to give them some tax allowances
or something to offset

Mr. CORMAN. Oh, goodness, Why don't we take away all those tax
allowances we have given those other folks?

Mr. CocuRAN.I was being sarcasticI am with you.
Mr. CORMAN. I think we have been meddlino. too much with free.

enterprise with these tax incentives. We ought to get out of that
business and let that hardheaded businessman put his money where
it will do him the most good without all this artificial tax incentive.

Mr. COCHRAN. I am for it WTe have just carried the use of the tax
systemwe just hardly have a tax system, anymore. WTe just have a
system of tax subsidies. That is one reason the Federal Government
cannot finance the things it needs to do. WTe are busy subsidizing some-
where all the time with funds that ought to be going into the Federal
till to be used for social services: I have no quarrel with your view.

Mr. CORMAN. I appreciate you I. observation and could not agree more
with it. Thank. you.

Mr. COCTIRA.N. Thank you.
Mr. KrurczyNsfa. Do ,you have any questions, Mr. Stanton?
Mr. STANTON. Just one question.
Mr. Cochran, we are in the process of marking up the housing bill

on the full Committee. Have you been following that?
Mr. COCHRAN. We have tried to, in the House committee, yes.
Mr. STANTON. There was a title 5 in the bill for a long time which

would give local officials more say in where to put the real Govern-
ment subsidized program. Today, as you say, public housing, as such,
has a backlog, and. as we know, needs more money, but the big empha-
sis has been on 235 and 236. There was some discussion of a

big
5 in

which local authorities would have more control over where these
DQP.P7S went-T*4 your organization take a stand on it?

Mr, Coorni,--(to Mr. Brown). Are you familiar with this ?
Mr. BROWN. No.
Mr. COCHRAN. We are just ignorant on it. Title 5, we normally think

of as the Rural Housing Act. Is this another title 5 ?
Mr. STANTON. No, it would not directly apply to rural housing, be-

cause it was an attempt by some of us on the committee. Today, in 235
and 236, you have a combination of big builders and a FHA local re-
gional director who determine where subsidized housing is going.

Mr. COCHRAN. Well, we are very interested but ignorant. Maybe we
can get back and learn something about it.

Mr. STANTON. T. am just curious.
Thank you, Mr. Chairman.
(The information follows :)

4 C.)
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SUGGESTED AMEND ENTS To TITLE V OF 'TILE: HOUSING ACT OF 1940
( AS All ENDED )

SECTION 501

501(a) (1) after "Virgin Islands," insert "and the Trust Territories and
Guam,"..

501(a)(4)(B) insert after last word "or if combined with a loan for improve-
ment, alteration or repairs would likely cause a hardship for the applicant,
a lid"

501(a) (4) (C) after "thereat" strike out ", and" and insert-in lieu thereof

501(a) (4) (D) delete.
501(b) (2) strike out "Sections 502 and 504" and insert in lieu thereof "this

title".
Add new Section 501,(e) "The Secretary shall establish a system of appeals

for applicants denied assistance under this title, insuring due process, and shall
advise every potential applicant of the procedures of said system, in writing.,
in terms comprehensible to the applicant, at the time of the applicant's initial
discussion with Farmers Home Administration Personnel."

Ada new Section. 501(f) "The Secretary shall facilitate the use of any federal,
state or local program which can in any way be used to further the purposes
of this title."

Add 91 ow Section 501(g) "The Secretary shall provide a system whereby bor-
rowers under this title may make periodic payments for the purposes of taxes,
insurance and such other necessary expenses as the Secretary may deem appro-
priate. Such payments shall be held in escrow by the Secretary and paid 'out at
the appropriate time by him for the appropriate purposes. Such escrow accounts
shall bear interest at the same effective rate as the borrower is paying and such
interest shall be credited ,t0 the borrower's escrow account. The Secretary shall
notify a borrower in writing when his loan payments are delinquent."

SECTION 502

502(a) first sentence, after the words "with interest," where they first appear,
strike out "giving due consideration to the income and earning capacity of the
applicant and his .family from the farm and other sources, and the maintenance
of a reasonable standard of living for the owner and the occupants of said farm,"
and inserting in lieu thereof, "from income derived from any legal source,".

502(b) (i) after last word, adding, "provided that for any loan under this.
title a member or an organization of an Indian Tribe or Nation living on lands
held in trust or otherwise restricted, will be required to give only such security
as he may have, if any :"

SECTION 504

.504 (a) is deleted and in its place is substituted, "in the event the Secretary
determines that an eligible applicant cannot qualify for a loan under the provi-
sions of Sections 502 and 503 and that repairs or improvements should be made
to a rural dwelling occupied by him, in order to make such dwelling safe and
sanitary and remove hazards to the health of the occupant, his family, or the
community, and that repairs should be made to farm buildings in order to remove
hazards and make such buildings safe, the Secretary may make a grant or a
combined loan and grant, to the applicant to cover the cost of improvements or
additions such as repairing roofs, providing toilet facilities, providing con-
venient and sanitary water supply. supplying screens, repairing- or providing
structural supports, or making similar repairs, additions or improvements, in-
cluding all preliminary and installation costs in obtaining central water and
sewer service. No assistance shall be extended to any one individual under this
subsection in the form of a loan, grant or combined loan and grant in ex-
cess of -$4,000. Any portion of the sums advanced to the borrower i:reated as a
loan shall be secured and be repayable within 20 years in accordance with the
principles and conditions set forth in this title, provided that a loan for less
than $2,500 need be evidenced only by a promissory note. Sums made available
by grant may be made subject to the conditions set out in this title for the
portection of the Government with respect to contributions made on loans by
the Secretary.

7S-617-72vol. 1-4
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SECTION 506

506(c) strike out the words "farm housing" and insert in lieu thereof, "rural
housing" wherever it appears in the subsection.

506(d) is deleted and insert in lieu thereof the following : "(d) The Secretary
may carry out the research and study programs authorized by subsections (b)
and (c) through grants made by him on such terms, conditions, and standards
as he may prescribe to latid-grant colleges' established pursuant to the Act of
July 2, 1S62 (7 U.S.C. 301 -30S) or through such other private or public organiza-
tions as he may select."

506(e) strike out the words "farm housing" and insert in lieu thereof, "rural
housing" wherever it appears in the subsection.

SECTION 507

507 insert after the words "concurrent resolution of Congress" each time it
appears therein the following : "or during the period beginning after January 31,
1955, and ending on August 4, 1964, or during the Vietnam era (as defined in
Section 101 (29) of title 3S, United States Code)".

507 third sentence insert before the period at the end thereof the following :
or era".

SECTION 508

508(b) is deleted and inserted in lieu thereof is the following : "(b) The Com-
mittees utilized or appointed pursuant to this section may examine applications
Of persons desiring- to obtain the benefits of Subsection 501(a) (1) and 501(a) (2)
as they relate to the successful operation of a farm and may submit recommen-
dations to the Secretary with respect to each applicant as to whether the applicant
is eligible o receive such benefits, whether by reason of his character, ability, and
experience, he is likely successfully to carry out undertakings required of him
under a loan under those subsections, and whether the farm with respect to which
the application is made is of such character that there is a reasonable likelihood
that the making of the loan requested will carry out the purposes of this title.
The committees may also certify to the Secretary as the amount of the loan."

SECTION 510

510 insert " (n)" after "Section 510. ".
510 redesignate paragraphs (a)(g) as paragraphs (1)(7) respectively.
510 redesignate subparagraphs (1) and (2) of paragraph (3) (as hereinabove

redesignated) a's subparagraphs (A) and (B) respectively. Add at the end of
a new Stamectinn 510(1)_ as follows "(b) That in any case in which a loan or
grant is made under this title with respect to real property, any individual
admitted to the practice of law in the State in which such real property is located
and regularly engaged in ttfe practice of law 111 such State shall be eligible to deal
with the Secretary in any matter with respect to such loan as legal counsel for
he recipient of such loan.

SECTION 513 9

513 is deleted and substituted in its place is as follows:
"See. 513. There is hereby authorized to .be appropriated to the Secretary

(a ) such sums as may be necessary to meet payments on notes or other obliga-
tions issued by the Secretary under Section 511 equal to (i) the aggregate of the
contributions made by the Secretary in the form of credits on principal due on
loans made pursuant to Section 503, and (ii) the interest due on a similar sum
represented by notes or other obligations issued by the Secretary ; (b) not to
exceed $100.000,000 for loans and grants pursuant to Section .504 during the
period beginning July 1. 1956. and ending October 1, 1975; (c) not to exceed
$200,000,000 for financial assistance pursuant to Section 516 for the period ending
October 1, 1975; (d) not to exceed $5,000,000 per year for research and study pro-
grams pursuant to subsections (b), (c), and (d) of Section 506 during the period
beginning July 1, 1961, and ending October 1, 1975.: (d) such further sums as
may be necessary to enable the Secretary to carry out the provisions of this title ;
and (f) such sums as may be required by the Secretary to administer the pro-
visions of Sections 235 and 230 of the National Housing Act."
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SECTION 520

520 is deleted and substituted therefor is as follows: "As used in this title, the
terms 'rural' and 'rural area' mean any place which is not contained within a
Standard Metropolitan Statistical Area or any open country, or any place, town,
village, or city which is within a Standard Metropolitan Statistical Area and
has a population of less than 25,000 persons."

SECTION 521

521(a) is deleted and substituted therefor is a new subsection as follows:
-Sec. 521 (a) (1) Notwithstanding the provisions of Section 502, 504, 517, and
515, loans to persons of low or moderate income under Section 502, 504 or 517.
and loans under Section 515 to provide rental or cooperative housing and related
facilities for persons and families of low or moderate income or elderly persons
and elderly families, shall bear interest at a rate prescribed by the Secretary at
not less than a rate determined annually by the Secretary of the Treasury taking
into consideration the current average market yield on outstanding marketable
obligations of the United States with remaining periods maturity comparable
to the average maturities of such loans, adjusted to the nearest one-eight of 1
per centum, less not to exceed the difference between the adjusted rates deter-
mining by the Secretary of the Treasury and 1 per centum per annum : Provided,
that such a loan may be made only when the Secretary determines that the
needs of the applicant for necessary housing cannot be met with financial as-
sistance from other sources including assistance under Section 235 or 236 of the
National Housing Act: Provided further, That interest on loans under Section
502, 504 or 517 to victims of natural disaster shall not exceed the rate which
would be applicable to such loans under Section 502 or 504 without regard to
this section.

"(2) When necessary in order to enable a person of low income to provide
adequate housing and related facilities for himself and his family, the Secretary
may make or insure a loan under Section 517 and paragraph (1) of this sub-
section on terms which, with respect to a portion of the loan not to excess
50 percent for Section 502 and 515 loans and 90 per cent for 504 loans, may pro-
vide that such portion-

"(A) shall bear interest after but not before it becomes due under clause
(II) or is reamortized under clause (C) of this paragraph :

"(B) shall become due upon expiration of the amortization period or upon
full payment of the balance of the loan or in the event that without the
Secretary's written consent or approval, the mortgaged property or any in-
terest therein is transferred or ceases to be occupied by the borrower or
default occurs with respect to any obligation under the loan or mortgage,
whichever occurs earliest ; and

"(C) on becoming due, may be amortized for payment of principal and
interest in installments over a period not exceeding 33 years in the case of
,sa. Section 502 loan, 20 years in the case of a Section 504 loan, or 50 years
in the case of a Section 515 loan, from the date of the amortization agree-
ment, if the Secretary determines that the borrower cannot obtain a re-
financing loan from other sources upon terms and conditions which he could
reasonably be expected to fulfill and that the amortization is reasonably
necessary to carry out the purpose of the loan or to protect the Government
against probable loss."

5 21( b) after the word "502" insert ", 504".
521(c) strike the word "nonprincipal" where it appears, Strike the words

"interest due" where they appear and substitute in lieu thereof the word ''re-
ceipts".

SECTION 52 3

523(b) (1) (B) insert after "hereof ;" in last linc' thereof the following: "Pro-
vided that. the Secretary may advance funds under this paragraph to organi-
zations receiving assistance under (b) (1) (A) of this section, to enable them
to establish contingency land revolving accounts. Such advances shall be non-
interest bearing and shall be repaid to the Secretary at the expiration of the
grant period of the organization :"

523(f) strikes "$5,000,000"-an'insert in lieu thereof "$10,000.000." Strike the
year "1973" wherever it appears and insert "1975" in lieu thereof.

Add new Section, 525 as follows: "Sec. 525(a) The Secretary may insure
titles to land which are otherwise uninsurable by private insurance companies
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because of remote mastamling claims or encumbrances to enable eligible per-
sons holding such land to benefit from this title.

(b) The'sSecretary may use funds from the Rural Housing Insurance Fund
for purposes of this section.

Add. new Section 526 as follows: "Sec. 526(a). The Secretary may make
grants to or contract with, public or private nonprofit corporations, agencies,
institutions, organizations, and other associations approved by him, to pay part
or all of the costs of developing. conducting, administering, or coordinating
effective and comprehensive programs of technical and supervisory assistance
which will aid needy low-income individuals and their families in benefiting
from any federal, state or local housing program which could be used in rural
areas as defined in this title.

(b) The Secretary is authorized to make loans to nonprofit organizations
for the necessary expenses, prior to construction, in planning, and obtaining
financing for, the rehabilitation or construction of housing, and the acquisition
of land, for low-income families under any federal, state or local housing pro
grain which could be used in rural areas defined in this title. Such loans
shall be made without interest and shall be for the reasonable costs expected
to be incurred in planning, and in obtaining financing for, such housing prior
to the availability of financing, including, but not limited to preliminary sur-
veys and analyses of market needs, preliminary site engineering and architec-
tural fees, site acquisition, application and mortgage commitment fees, and
construction loan fees and discounts. The Secretary shall require repayment of
loans made under this subsection, under such terms and conditions as he may
require, upon completition of the project or sooner, and may cancel any part or
all of a loan if he determines that it cannot be recovered from the proceeds
of any permanent loan made to finance the rehabilitation or construction of the
housing.

(e) There are hereby authorized to be appropriated for the purposes of sub-
section (a), $10.000.000 for any one fiscal year, and for subsection (b), $20,000.-
000. Any amounts so appropriated shalt remain available until expended, and
any amounts authorized for any fiseal year under this paragraph but not appro-
priated may be appropriated for any succeeding fiscal year.

fd) All funds appropriated for the purposes of subsection (b) shall be
deposited in a fund which shall be known as the Low Income Sponsor Fund, and
which shall be available,without fiscal year limitation and be administered by
the Secretary as a revolving fund for carrying out the purposes of that sub-
section. Stuns received in repayment of loans made under this subsection shall
be deposited in such fund.

EXPLANATION OF AMENDMENTS TO TITLE V OF TILE HOUSING ACT OF 1949

SECTION 501

501(a) (1). Expands the authority of the Secretary of Agriculture to enable
him to extend benefits under Title V to the Trust Territories.

501(a) (4) (B), (U), (D). Would allow the Secretary to refinance indebted-
ness for eligible applicants when failure to refinance would likely result in the
applicant's loss of his necessary dwelling or essential farm buildings and the
debt to be refinanced is not held or insured by the United States or any agency
thereof ; or it a loan for improvement, alteration or repairs is made, failure to
refinance the prior debt would cause a hardship for the applicant.

501(h) (2). Extends the authority of the Secretary to make loans to owners
of leaseholds to all programs under this title.

501(c). A new subsection would require the Secretary to establish a system
of appeals whereby an applicant denied assistance would =be afforded a due
process hearing.

501(f). A new subsection would require the Secretary to facilitate other
federal state or, local programs which, if used in'conjunction with Title V pro-
grams, would promote better housing in rural areas.

501(g). A new subsection would require the Secretary to establish a system
of escrow accounts to enable borrowers to better budget for the payment of taxes,
insurance, and other expenses. The Secretary is authorized to pay interest at
the same effective rate to the borrower as the borrower is paying on this loan.
The subsection also provides that the Secretary shall notify a borrower in writing
when his loan payments are overdue.
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SECTION 502

502(a). Would require the Secretary, in determining eligibility, not to dis-
criminate as to the source of an applicant's income. Words deleted by this
amendment are intended to eliminate the practice of viewing a low-incoming
person's housing needs as a residuum of higher basic needs.

502(b). Authorizes the Secretary to take whatever security that is available,
if any, for loans made under this title to members of an Inidan Tribe or Nation
living on reservation hind or similar land which is otherwise restricted.

SECTION 504

Expands the amount of a loan and grant or combination of the two for re-
habilitation under this section to maximum amount of $4,000. It limits the term
of the loan (with the exception of deferred principal payments under Section 521)
to 20 years. it provides that loans of less than $2,500 need not be secured and
should he evidenced by a promissory note.

SECTION 500

J06 (c) and (c). Expands the Secretary's authority to carry out a program of
research, study, and analysis of farm housing to include all rural housing.

506((1). Expands the Secretary's authority to contract for research and study
programs to any private or public organization.

SECTION 507

Expands the authority of the Secretary to grant a "veteran's preference" to
applicants under this title to include veterans of the armed services during
the Vietnam era.

SECTION 50S

-508(b). Restricts the use of county committees, which primarily consist of
farmers, to determine the eligibility and amount of loans of applicants for farm
ownership loans or other loans dealing with farming operations.

SECTION 510

Would add to the administrative powers of the Secretary the provision that
any licensed attorney regularly practicing law in the state where a loan or grant
is made under this title may act as legal counsel for the recipient of such loan.

SECTION 513

Inereases from $50,000,000 to $100,000,000 the authorization for direct loans
and grants under Section 504 and extends the authorizing period from October 1,
1973, to October 1, 1975. Increases from $50,000,000 to $200,000,000 the authoriza-
tion. for grants under Section 516 and extends the authorizing period from
October 1,1973 to October 1, 1975.

Increases from $250,000 per year to $5,000,000 per year for research and study
programs under Section 506 and extends the authorizing period from October 1,
1913, to October 1, 1975.

SECTION 520

Would expand the jurisdiction for Title V programs to include all areas out-
side a Standard Metropolitan Statistical Area and any open county or places of
less than 25,000 persons within a Standard Metropolitan Statistical area.

SECTION 521

Would broaden and deepen the subsidy mechanism authorized by the Secretary
for Section 502, 504 and 515 loans, insured under this Section, by allowing IT
to 50 percent of the loan for 502 and 515 and 90 percent of the loan for $04 to
be noninterest bearing and nonamortizable for certain period of years. This de-
ferred principal would become interest bearing and amortizable for periods of
33 years for Section 502, 20 years for Section 504, and 50 years for Section 515,
upon full payment of the nondeferred portion of the loan. The deferred portion
would also become due and payable in the event that the mortgaged property or
any interest in the property is transferred or ceases to be occupied by the bor-
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rower or default occurs, Would provide that-the Rural Housing Insurance fund
shall be reimbursed by annual appropriations by the amount that payments
made out of the fund exceed receipts paid into the fund.

SECTION 523

523(b) (1) (B). Provides that the Sec. retnry may provide loans from the
Self-Help Housing Land Development fund which are noninterest bearing to
recipients of grants under this section who are providing technical assistance
for Mutual-Help Housing. These loans shall be repaid upon the expiration of
the grant for technical assistance and are to be used as contingency land revolv-
ing accounts to enable the grantees to acquire land or options to land, and do
preliminary development work such as engineering, surveying and otherwise
preparing documents for development loans, or in eases of small development to
do all development work with such funds.

SECTION 525A NEW SECTION

Would authorize the Secretary to insure titles to land using. funds from the
Rural Housing Insurance fund which, because of remote outstanding claims or
ineuribrances on title, the owner thereof is unable to acquire insurance from
private title insurance companies.

SECTION 526A NEW SECTION

526(a). Would authorize the Secretary to make grants to or contract with
nonprofit corporations, agencies, institutions, organizations, and other associa-
tions to pay for the costs of providing programs of technical and supervisory
assistance which would aid needy low-income families in benefiting from any
federal, state or local housing program in rural. areas.

526(b). Would authorize the Secretary to make seed loans to nonprofit or-
ganizations for the purpose of covering necessary expenses prior to construction
which would be recoverable from permanent financing on the project. He is au-
thorized to set the terms and conditions of such loans and may cancel any part or
all of a loan which cannot be recovered from the proceeds of any permanent
financing.

526(c). Would authorize $10,000,000 for any one year under subsection (a.)
and $20,000,000 under subsection (b) and that any amounts appropriated shall re-
main available until expended and any amounts authorized but not appropriated
in any year may be appropriated in any succeeding year.

526(6). Would establish the Low Income Sponsor Fund for any funds appro-
priated for use under subsection (b) and provide that any funds therein shall
be available without fiscal year limitation and that sums received from repay-
ment of loans from the fund shall be deposited in such fund.

Mr. IarczyNskt. Would you introduce your associates for the
record?

Mr. CocrrnAN. Yes; David Raphael and Phil. Brown.
Mr, KE,TirzyNsia. Does the. gentleman from Minnesota have any

queStions or comments?
Mr. BERGI.AND. Yes. thank you very much.

world like. to inform my colleague, from California and for the
record that T. can flatly predict that next year, there, is a group of us
on the. Committee on Agriculture who will lead what may turn out to
be the Fiercest farm fight in, 40 years. The fact is that about 30 per-
cent of the farmers in the 'United States produce and sell practically
everything sold on the market and receive the lions share of the farm
payments. Two-thirds of the farm citizens of this country have been
virtually ignored since the inception of the farm policy of the United
States and we intend to address ourselves to this need and introduce
some basic changes that I think, Mr. Gorman, will cutoff John Wayne
and his types at thee, pocketbook.

Mr. Cochran, i have. a question. I am not familiar with the author-
ites of HUD with respect to the financing of housing in the smaller
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towns. Can you describe their authority briefly ? I am talking now
about towns of under 5,000.

Mr. CocuRAN. Right. If you omit public housing, basically, HUD
has to rely on insured loans. As a buyer you have to find a lender and
do the paperwork and at some point in the process, FHA stamps, "we
take all the risk out of this." But if that private lender is not there
for you to borrow from, FHA cannot function. And that is the basic

-reason that they have never functioned much in towns of 25,000 and
beloW and in rural areas. They are entirely dependent on the presence
of the private lender. Whereas Farmers Home borrows money at the
national level, sells its security at the national level, and that county
supervisor out there can in fact make that loan as if he were a banker.
He has control of money and can lend it to the family.

These are the two principal differences: One is the central source of
-funds, so even though they are private funds and insured by Farmers
Home, the lending authority is in the hands of the Farmers Home
supervisor.

The second vital difference, is that the FHA agent sits way off
somewhere in .

another town, sits there as a guarantor and a remover
of risk, and he can function only if some private lender is there pre-
pared to put up the money. But the Farmers Home supervisor is out
there in the fielda fact of tremendous importance to people in small
towns and rural areas, because the private lenders are not there.

Mr. STANTON. Will the gentleman yield?
Mr. BERGLAN 0. Yes.
Mr. STANTON. I might add another critierion to that. As you say,

that goes back to political impact of the existing backlog. The Elder
have gone where the most political pressure, I think, was put to get the
units.

Mr. COCHRAN. Yon mean in 235, 236.
Mr. STANTON. Well, any of them, almost.
Mr. COCHRAN. You know, Farmers Home has a program comparable

to the 235, the interest-credit subsidy. But they handle that in a nor-
mal procesS of borrowing money at the top and putting it out at the
local level. I do not know about the procedures on 235, but presumably,
they can only go where some private lender is willing to put them and
where some private builder, probably on a fairly large scale, is willing
to use them. So it is an invitation to what. you imply.

Mr. BERGLAND. Well, a problem has been called to my attention in
the district I represent, and I inn sure it is applied u.niformally across
the United States in that in some of the larger small towns, HUD has
financed buildings occupied by persons who qualify under the rent
supplement. They are residing in these apartment -like structuLes at
a very nominal cost to them. Farmers Home, has been restricted to the
much smaller towns and we have a number of projects where they have
financed housing, public housing, the low income. persons and qual-
ify under this interest subsidy. Ilaye all instance in my district where
the larger town has a HUD project and the cost to the tenant is from
$90 to $40 per month, where 90 miles away, FHA was the only source.
of credit available and the cost to the tenant in that interest-subsidized
projectreject is $85 a month. There are people in the Farmers Home financed
project, that are trying to get out of there and-go into the bigger town
because the rates are cheaper. This causes me great pain, because this
means that eventually, that FHA-financed project is going to dry up
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and people do .not want, to stay there because they cannot afford it
compared with the HUD project some distance away. This tends to
defeat the purpose, I think, that was intended when Congress enabled
this project, namely to allow people to live in a community of their
choice, stay home. But this disparity causes people to drift into the
bigger communities.

Mr. COCHRAN. This is the result of the implicit bias built into the
programs. You see, in this shopping list of new law I referred to here,
we have been urging change. The difference in those rents is the
ability of rent supplements, which go beyond the 236 subsidy and
deepen subsidy Congress voted it for the cities and did not vote it for
the small towns and rural areas; that is, did not give it to Farmers
Home.

The Senate bill includes rent supplements for Farmers T-Tome rental
loans for the .first time. If the House goes along, we. are going to elim-
inate this one item of discrimination.

Mr. Bergland, the Housing laws are shot through with this kind of
discrimination and nobody calls attention to them. It comes to your
attention that people are encouraged to move out of a small town into
a bigger town because of a Federal subsidy. That is wrong. If the
Federal Government is going to subsidze a family based on its income,
that subsidy ought to be available from the countryside right up to
New York City. It makes no sense to apply it in different ways in differ-
ent geographic areas. But this is one of the things which the Senate
bill will correct and T. hope Mr. Stanton can persuade the House com-
mittee to go along and that can be correctedespecially if you can
make it retroactive.

Mr. BEnar,AND. If there is anything I can do to help our colleague
from Ohio remedy this matter, I will certainly give him all the sup-
port I can muster.'

Thank you very much. Mr. Chairman.
Mr. KIOCZYNSKI. Thank you, Mr. Cochran, you have been a great

witness and it is ,a pleasure to have you before this committee. You
have all the answers on you r ger tips.

Mr. COCHRAN. I wish we did. You keep digging for some, too.
Mr. KL'OCZYNSKI. Fine. It is a pleasure. Thank you.
The next witness is Mr. Robert Mann, Executive Director of the

National Association of Housing and Redevelopment Officials.
I MIL' happy to have you with us. You may proceed as you desire.
Do you have a prepared statement?

TESTIMONY OF ROBERT W. MAFFIN, EXECUTIVE DIRECTOR, NA-
TIONAL ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFI-
CIALS, ACCOMPANIED BY JANE A. SILVERMAN AND CONSTANCE
WHITTAKER

Mr. MArprx. Yes, I have one. I believe it has been submitted.
Mr. Kr,rczyNsro. Do you want to file it with the Committee for

the- record ?
Mr. ATAFIN. I would ,be pleased to file it, Mr. Chairman.
Mr. Knuoz-vwsKr. Would you introduce those beautiful ladies for

the record so we will know whom we have met this morning?
Mr. MAFr.T.N. Mr. Chairman, we have something of a disadvantage.

I come with a twofold disadvantage. One is that historically, at

t)



53

least, our Association has not been clearly identified with small towns
and rural areas; and number two, the two preceding gentlemen came
with a good deal more wisdom and experience in this field than I.
So I thought I would counterbalance that by bringing with me two
very attractive ladies from our staff, Mrs. Silverman and Miss
Whitaker.

As I said a moment ago, the National Association of Housing and
Redevelopment Officials is an organization which has as its members
individuals and public agencies largely engaged in housing and
community development. This is as organization oriented toward
urban and rural community development and rehabilitation and low
and moderate income, housing, and as such, of course, can speak with
some experience as to the utilization of these programs at the small
town and rural. level.

I think it, is not often real Pzed, for example, that roughly 55 percent
of all urban redevelopment projects' in the country has occurred in
cities of under 25,000: about TO percent, a little over, in cities of under
50,000. And in the case of public housing authorities and .public housing
projects, if you will, over SO percent of the communities engaged in
this program are communities of under 25,000 in population. So in
fact, both of these programs have been utilized by small towns by most
definitions.

Now, one of the reasons for this, it strikes meand my own experi-
ence goes to a small town in Oregon, the town of Springfield, which I
will refer Lo in a moment as an exampleis that, many of the prob-
lems which confront the large urban centers are problems that exist,
to be sure, on a different scale. in small towns as well. Let me cite the
case of. Springfield, Oreg., and this is not an uncommon experience.

In 1950. Springfield had population of around 9 to 10 thousand,
with a main street running along a Federal highway of 7 miles. Now.
these very difficult and critical. physical structure problems of small
towns are not unrelated to the problems with which this committee is
concerned principally with respect to the impact on small business,
but in fact the total quality of life in these small towns. Many of these
communities have seen .fit to utilize, for example.. the urban renewal
program. Let's take again the case of Springfield, Oreg.

In a town of something like 3 square miles in size, that town had
very sizable, area that was literally. physically isolated by virtue of
changes in the land use pattern. But in that area was a substantial
portion of vacant land which could be made. available. for housing.
They used the renewal program to provide a linkage between one piece
of town and the other and to provide sites for low and moderate
income as well as regular market ra to bmising, in addition to sewer and
water, street lights, a public park and other facilities.

Or take the town, and I hesitate to use just western examples
although my formal testimony recites examples in places like Monte-
video, Minn., and othersbecause I do come from the West. But take
a town like Merced, Calif. When Interstate 5, or old U.S. 99, was built.
it was built just a short distance.fram the old 99 and the railroad and.
like some central California towns, there was a short piece of land that
usually lay between the new highway alinement and the railroad or
old highway alinement. In the case of Merced, they converted this land
to industrial and warehousing use to serve the agricultural base upon
which the community rested. And thus, it seems to me, they provided
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a new lease on economic life for that community. That story can be
paralleled across the country in many of these small towns.

The very difficult physical structure problems brought about by
changes in transportation, changes in -life styles, changes in require-
ments of housing stock and business locationall have m some degree
or another, had an adverse impact on the development small towns.
These programs, the public housing program or the -Urban Renewal or
Community Development program, have made some contribution to
strengthening the vitality of these communities. In recent years, for
example, in the urban renewal program, there has been a strong bent
to turn that program into essentially a program which would provide
new housing sites.

Now, for large cities, the need for commercial and industrial incen-
tive programs, while very great, is not quite as critical as in the small
towns. If you will look into the record of submission of applications
for these programs to HUD from small communities, you will find that
a vast majority of them have sought assistance for industrial and com-
mercial redevelopment. There is a very critical need in these communi-
ties to provide a base around which the economic as well as the social
life of the community can thrive. Urban renewal has been used and
can be effectively applied in these communities.

One of the things that occurred to me while listening to the testi-
mony this morning is the possibility, the attractiveness, if you will,
which small communities have to increasingly large segments of our
population. I speak particularly here of the young people. Now, this
may sound as though it is a peculiar twist on a set of facts, but it is an
observation that I think has some merit.

My own familiarity with the young people, so many of whom we
have from time to time seen as adversaries, are seeking new ways to
express their creative talents and to be productive in a very complex
society. The small town offers an opportunity to enter into a threshold
business, to utilize their creative talents. All you have to do is look
around the Washington metropolitan area, for example. Go to Middle-
burg. go to Boonesville, Harpers Ferry, Shepherdstown. Many of the
communities around Washington are all linked in one way or another
to this metro area, but each one of them performs a specialized eco-
nomic function. Some of it is historical in terms of business activity,
some of it is because some plants like the atmosphere of small commu-
nity and their employees have housing to reside in. But others make
the choice to go there for very personal reasons, some of which are
related to the opportunity to get into business for themselves at a lower
cost. utilizing existing facilities or even building ones.

It seems to me, that one area that the Committee might explore is how
effectively small towns might be a major base from which to attract
and encourage the participation of younger people, new people who
want to get into business, and thus in fact contribute to the number of
sound businesses while contributing to the development of creative
talent in this country.

My point in citing the communities around Washington also bears
on what I think is a very critical factor in the committee's delibera-
tions and one with which we should he greatly concerned. In trying to
cite the Middleburgs and Shepherdstowns and Harpers Ferrys and
so forth or the. Gaithersburgs, I am zimply trying to indicate that
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there is in fact a strong linkage between. in economic association
terms, the metro areas and the small towns. In fact, we are moving in
many directions: witness the emergence of regional housing
ties our regional con-urbanizations as distinct from megalopolises.
The programs devised for the central cities or the urban centers are
not at all unrelated to the kind of programs that are available to the
small towns, because in fact, both socially and economically. these
unitssmall towns and urban centers are linked together inextric-
ably. So we would argue very strongly, Mr. Chairman, for this com-
mittee to devote attention to the opportunities which small towns
'nave for increasingly large numbers of onr population. both as relief
valves for the concentration of urban populations, and also in their
own right as a style of life in which increasingly large numbers of
the population would like to partake.

But we see. these problems of small towns not distinct from or. if
von will, contrary to. or antagonistic to problems of urban develop-
ment. We see them moving tocrether. The committee, I would think,
would find it very lie4ful to explore the ways in which rural develop-
ment programs and u:an development proF.rrams can be linked to-
gether. Some of them, for example,, housing and community develop-
ment. in fact already operate in those environments and have proven
to he a very useful tool.

That. is alt. Mr. Chariman. I will answer any questions.
(The complete statement, of Robert. W. Man follows:)

STATEMENT GP Ra7;ERT jv. MAYFIN, EXECUTIVE DIRECTOR, NATIONAL A ssociwrioN Or
Housrxo AND REDEVELOPMENT OFFICIALS

Mr. Chairman and members of the committee, my name is Robert W. Maffin,
Executive Director of the National Association of Housing and Redisvelop-
merit Officials (NAHRO), which represents local housing, urban renewal and
code enforcement agencies and administrators in communities of all sizes
throughout the country. I am here today to emphasize the role which housing
and community developmPat programsparticularly urban renewalcan play
in revitalizing many of the nation's small towns to make them viable economic
and social communities.

Many people perceive urban renewal and other programs administered by
the Department of Housing and Urban Development as geared almost exclu-
sively to the needs of large metropolitan areas and, particularly, to the larger
cities in these areas. This is a distorted pictureHUD-assisted housing pro-
grams. particularly piddle housing, have long been a source of decent, safe and
sanitary housing for the lower income families in small communities, and in-
creasingly cal areas, through county and regional housing authorities.
The number of county and regional housing authorities, which increased from
3S1 to 53 in 1971, is a direct response to the housing needs of small towns and
rural areas. Urban renewal has become an important tool for the redevelopment
and revitalization, both economic and physical, of ninny of our nation's small
towns. 4 figure which might come as a surprise to the men,bers of this Commit-
tee is that out of a total of 970 communities presently participating in the urban
renewal program. 712 are located in cities of less than 50,000 population, and
514 in communities of less than 25.000 population. The chart attached as Exhibit
No. 1 Elves more detail on small community participation in the urban renewal
program. Also attached (Exhibit No. 2) is a chart which details the distribu-
tion of local housing authorities by size of jurisdiction throughout the country;
ST percent of all housing authorities are in communities of less than 25,000;
and 25 percent of all housing units. Roth. of these examples contradict the pre-
vailing image that these programs serve large city programs alone.

NAHRO's membership, traditionally oriented to recognize "urban" housing
and community development needs, has over the past few years become increas-
ingly committed to the necessity for action in rural areas. In its Program Policy
Resolution for 1971-73 adopted in October, 1971 the .Associaton stlites: `"There
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is increasing recognition that one Ito using problem is not confined to the inner
cities of our metropolitan areas . . the situation of non-metropolitan America
is as serious, or more serious, than that of urban America . . . both urban and
rural America stiffer from a lack of a national conunittment to make real the
pledge of a decent home in a suitable living environment . . . even with such
a committment . . . the special needs and deficiencies of rural and small town
areas- will demand certain special responses . ." NAHRO charges itself with
making a special place in the NAHRO structure and services for rural and small
town housing and community development needs, programs, and professional
personnel."

Expansion of activity among small conanunities and in rural areas by housing
and community development programs represents a new phase in the evolution
of these programs. We are coining to a critical point of decision as to how to
relate these programs administered by the Department of HUD with those hous-
ing and conmainity development programs administered by the Department of
Agriculture, and other departments. The spread of population and the shifting
of economic activity to new geographic bases, have erased easily-identified ter-
ritories which can be labeled "urban" or "rural". ire require the formulation
of a "national development policy" ,.-hich will link both "urban" and "rural"
development in a new relationship. NAHRO believes that one of the major tasks
of the next few years is to identify the processes by which housing and com-
munity development can lie extended to all areas of the nation through co-
ordinated policies and administration.

Major legislation pending before the Congress in 1972 illustrates the changing
patterns of urban and rural community development programs affecting the
small community. Under the legislation for "Special Revenue Sharing for Urbane
Community Development," the allocation of community development thuds tin-
der a formula, rather than on the application of an individual conununity, in-
volves a new and in some cases, uncertain status for small communities seek-
in.. funds, both inside and outside standard metropolitan statistical areas.

Some small communities. for example, now active in the urban renewal pro-
gram, have access only to .residual community development funds, after other
allocations have been made. NAHRO is strongly advocating a continuing access
to community development funds for all such active small communities. In
addition, pending legislation on "Special Revenue Sharing for Rural Community
Development" also provides types of conununity development assistance for
small coinmimities under 50,000 population ; in sonic cases, the same com-
munities which are eligible for 'urban community development assistance. There
are--o growing number of "conuminity development districts" undertaking phys-
ical. development programs with federal assistance, covering jurisdictions also
served by urban renewal agencies administering community development pro-
grams. These unclear relationships between programs must be analyzed and
restructured into a unified effort.

The importance of resolving the relationship among the federal assistance
programs is Made clear by Professor E. L. Henry, Director of the Center for
the Study of Local Government, St. John's University, St. Cloud. Minnesota. in
1d new book entitled "Micropolis in Transition". Professor Henry links the
snrvival of smaii communities to their ability to use federal community develop-
ment assistance: "Cities that do not take advantage of federal and state pro-
grains or fail in their efforts to do so may be doomed to decline. Those that
show enough leadership to court federal programs and use them may prove to
be the future growth centers in a revived countryside."

The primary focus of our existing Housing anti Community Development pro-
grams in smiler communities has beep : (1) revitalization of the emoniercial
(-Tram': (2) upgrading the housing stock ; and (3) provision of land. for in-
dustrial development. :In ninny communities notion in one area of community
development or housing has spurred new development in other sectors of the
local economy. in others, more comprehensive programs have been used to pro-
vide necessary relocation housing for those displaced from an urban renewal
area ; construct new housing, for all income levels of the population; reconstruct
and redevelop declining central business districts; rehabilitate sound emit-
mercial and private structures; and coordinate the acquisition of land for
future industrial development.

To illustrate the adaptability and flexibility of the community development
and housing Programs in meeting the social, physical and economic needs of
small. towns, T would like to cite some examples of how these programs have
been utilized and how they have effectively dealt with the Problems of loss of
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commercial and industrinldevelopment ; antiquated housing stock; declining tax
basc ; decreasing population and loss of job opportunities in small communities
throughout the country.

These examples come from articles in our monthly Journal of Housing, And in
particular the May, 1972 special feature of the Journal on small communities by
Mrs. Jane Silverman of our Journal staff. The full text of this special Journal
feature is attached as Exhibit No. 3 to our testimony.
Harrison, Ark.

In 1901, Harrison, with ,a population of 7,000, became eligible for immediate
urban renewal assistance through a flood disaster that virtually destroyed the
downtown area. The town begun rebuilding, with the federal government pay-
ing three-fourths of the net project cost. Rejuvenation of the prime shcipping
area brought about a sense of civic pride and stimulated the economy. Harrison
building permits totaled $5,43000 for 1903 and 1904. The downtown tax base
was increased and fire insurance premiums were decreased. (Journal of Housing,
No. 5, 1965)
Montevideo, Minn,

Montevideo is a community of 0.000 people 100 miles southwest of Minneapolis.
Until the 1940's the city was the prosperous center of a rich agricultural region.
However, after the Second World War growth Caine to a standstill: its business
center no longer met the modern needs of the area ; young people were migrating
to larger urban centers ; and, with a declining labor market, new businesses and
small industry found little to attract them to the town. .

In the early 1960's the town's leaders applied for an urban renewal program
which was developed, not just to renovate the old, but to completely redesign and
rebuild the town center.

The project was completed in early 1970 and the "Fiesta City Center" has
become the social as well as commercial center for the town. Other develop-
ments have taken place in conjunction with downtown renewal: rechanneling
of the Chippewa River to provide more land fur buQiiiPs4s expansion. a new truck
highway, an airport industrial park, a new county court house and city hall,
new schools, new sewage disposal plant and a city-county therapy and re-
habilitation center.

The urban renewal program has also spurred new economic development and
investment. Electronic and machine parts industries have located in the town,
bringing new jobs and new people. Area shoppers are returning and the town
leaders are hopeful that -many of their young people will find opportunities in
their home area. (Journal of Housing, No. 9, 1970)
Newton, N.J.

Newton, a town of 7,200, was confronted with a dual problem: an inadequate
and deteriorating housing supply and a declining downtown shopping center.
In the mid 1900's the downtown merchants attempted their own downtown.
"renewal" effort which met with marginal success, Many of the problems en-
countered were due to the lack of eminent domain, funding and technical skill.
This initial effort created a great deal of interest in the urban renewal pro-
gram and in 1905 the town received a $1.8 million grant from HUD-for a resi-
dential and commercial redevelopment program.

Since housing is one of the most serious problems facing the city, it has re-
ceived top priority. The city will develop 232 units of moderate and middle
income housing. on urban renewal land near the downtown shopping area which
has been sponsuced by a nral-nrofit group composed of local organizations. The
city is also in Lime final stages of coMpleting a 100-unit Turnkey project which
will consist of SO units for the elderly and 20 garden apartments for families.
The project includes community facilities and outdoor as well as enclosed recrea-
tion space.

The downtown area of Newton will also be drastically changed by the urban
renewal program.

New offices for the local newspaper and county government are planned and
several businesses have been relocated into more modern and attractive struc-
tures. A major redesigning of the city's obsolete. traffic pattern is underway -as
well as a 90-car parking facility which will make the downtown area not only
more attractive but more accessible for area residents.
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Napa and Willos,
Napa, a city of 37000 near California's rich wine growing district, has made

rapid progress in taeir community development program. Only 19 months has
elapsed from. the date of initial HUD funding in January 1970 to the date ofsale of the first parcel for private redevelopment in August 1971.

Unlike the other cities discussed here, Napa's interest in urban renewal grew
out of one major incident; the threat on the part of the city's two major depart-
ment stores to move unless the municipality provided more parking, a largercommercial area a more attractive physical environment. Once the deci-
sion to undertake an urban renewal program had been made, the city' movedrapidly forward with the program, First year Neighborhood Development Pro-
grain (NDP) funds totalled $1.95 million; the second year the. city received
$2.25 million and will be applying for $3.9 million next year.

The 'first stage of Napa's NDP is concentrated in a nine-block area that willinclude a new facility for the two major department stores but also will pro-
vide space for smaller shops and-250 off-street parking spaces. Development of
a mall for the Central Business District has been programmed for this year aswell, which will make the entire area a more attractive place foe commercialinterest as well as-shoppers.

The CBD renewal techniques undertaken in Napa are being tried in Willows
(population 5,000) which recently began construction of its downtown mall in
a project encompassing two city blocks. The one million dollar project willinclude 100,000 square feet of commercial space, free public parking and an openair, landscaped public plaza.
Beacon, N.Y.

Beacon, New York (population 13,000) found itself bypassed by the techno-
logical advances of the 20th Century. The community, about 60 miles up the
Hudson River from New York, had been an active riverport and industrial
center in the late 19th and early 20th centuries. As rivers ceased to be a vitallink in the nation's counnercialnetwork and as new and cheaper labor markets
opened up elsewhere, Beacon's fortunes began to decline. The completion of
Interstate Highway S4, which bypasses the city, threatened to cut Beacon totallyout of the economic mainstream. Further, suburban areas near the city were
growing rapidly and siphoned off many industrial and commercial tax ratables.
As Beacon entered the 1900's, it was confronted with an obsolete housing stock,
a declining economic base, and growing social problems.

Realizing that Beacon could only pull itself out of economic decline through
massive investment that only HUD could provide, the city embarked on its
first renewal program. in the mid-1960's. The provision of adequate relocationhousing for the residents of the urban renewal area has been the major
emphasis of the program to date; with the development of 900 new housingunits in various stages of completion and planning.

Although new housing is the corner stone of the renewal program, Beacon has
mapped out ambitious industrial and commercial redevelopment plans. An indus-trial firm that has been in the city for many years recently moved out of its
antiquated plant into .a .modern, enlarged structure under the auspices of thererowal program. The city is also trying to refurbish its downtown and make
it competitive with outlying shopping areas through increased parking space,
street improvements, acid more sites for stores and offices. The key to the down-town renewal plan is a new access road linking the city to the interstate
highway. Plans also include the development of park laud and improved waste
disposal systems. (Journal of Housing, No. 4, 1972).
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EXHIBIT NO. 2

LOW-RENT PUBLIC HOUSING: NUMBER AND PERCENT OF PLACES AND HOUSING UNITS REPRESENTED BY LOCAL
HOUSING AUTHORITY PROGRAMS, BY 1960 POPULATION OF PLACE, DEC. 31, 1970

Places with LHA programs Housing units

Population size group Number Percent Number Percent

Total 4, 399 100 1, 270, 007 100

1,000,000 and over 5 (r) 191, 547 15
500,000 to 999,999 16 0 163, 223 13
250,000 to 499,999 31 1 173,957 14
100,000 to 249,999 82 2 142,126 11
50,000 to 99,999 164 4 134, 769 10
25,000 to 49,999 257 6 112, 011 9
10,000 to 24,999 531 12 123, 261 10
5,000 to 9,999 516 12 72, 715 6
2,500 to 4,999 646 14 60, 198 5
Under 2,500 2, 151 49 96, 200 7

1 Less than 5 percent.

[From Journal of Housing, April 1972j

SMALL CITY, USA, is MAKING NEWS WITII HOUSING, RENEWAL, CODES, MODEL
CITIES PROGRAMS

(By Mrs. Jane Silverman, Editorial Assistant, Journal of Housing)

Even though they rarely capture the front page of newspapers or the prime
slot on the 7 p.m. news report, small cities around the nation are making creative,
often innovative, use of renewal, Public housing, code enforcement, and model
cities programs.

According to Professor E. L. Henry, director of the Center for the Study of
Local Government at St. John's University near St. Cloud., Minnesota, there are
more than 18,000 small citiescommunities of 50,000 inhabitants or less strung
across America. Them JannNAL has been receiving reports from many of these
municipalities about their community development and housing activities and
this article features 10 examples of small city'prograins

A common theme binds these 10 cities together and is echoed by Professor
Henry. whose center has produced a study of small cities entitle Micropolis
TraiBiticm. That message is : "Cities that do not take advantage of federal and
state programs or fail in their efforts to do so may be doomed to decline. Those
that show enough leadership to court federal programs and use them well may
Prove to be the future growth centers in a revived countryside."

Each of these 10 cities has turned its future from decline to prosperity through
the creative use of federal and state funds. Most of the entered the 19(30s feeling
the same social and physical burdens as larger urban areas ... albeit on a smaller
scale : growing quantities of deteriorated housing, declining CBDs, obsolete trans-
portation, even pollution and crime. These smaller municipalities were further
hampered by the lack of two critical resources : staff and money.

Their stnall!less, however, proved to be the greatest asset these cities had.
The problems they faced, though serious, were more easily defined.. Pressure
groups were less sophisticated and interests not as diverse as in larger urban
areas. At the same time, citizens could participate in planning and decisions
through town meetings, task forces, and even word of mouth in a way impossible
in tf Pig city. As a result, the residents of these small communities were well
informed and had a real stake in the outcome of their community development
projects. Finally, since government in "small city, USA" tends to be less monolithic
and complicated, public officials can often bring a fresh approach to slicing
through red tape and expediting programs through cumbersome bureaucratic
machinery in federal agencies.

The Department of Housing and Urban Development is recognizing that small
communities have distinct characteristics in dealing- with federal programs and
is evolving a set of policies to deal with this reality. HUD is now actively eneour-
aging small city housing authorities to band together in regional agencies to hire
staff and resources and to work together cooperatively on tenant and management
services.

In 1905. the JOURNAL published a special issue devoted to small city activities
in housing and renewal (see 1965 JOURNAL No. 5) and more recently has featured
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stories about projects in such communities (see 1971 JOURNAL No: 6, page 284).
JOURNAL coverage is only one example of NAHRO's continuing interest in "small
city, USA." The NAHRO 1971-1973 Program Policy Resolution set forth three
proposals to reach rural areas and small towns (see 1971 JOURNAL No. 10, page
535). These prposals included "an administrative structure ... geared to special
rural needs," field staff ; and a greater supply of mortgage credit for small city
projects.

The cities discussed in this article, located throughout America, range in size
from 1300 to 35,000 inhabitants and in character from suburban to rural. Their
projects are as diverse as a public housing program using modular construction
to a model cities economic development project concentrating on blueberry crop
cultivation. They show a pulsing validity in Professor Henry's "revived country-
side." "Small city, USA" is giving a new dynamism to community progress.

The Mexican-American community of Santa Fe Springs, a small city in Califor-
nia, working first at odds with city hall and then hand in hand with it, have
sponsored a community center so successful that it is receiving national atten-
tion. Like Hillsboro, North Dakota (see page 175), Santa Fe Springs has been
cited as an All-America-Cities award finalist, largely on the basis of its commu-
nity facility.

The citizens of Santa Fe Springs are now extremely proud of their $300,000
center, funded through a HUD neighborhood facilities grant and completed in
late 1969. They remember, however, that the building was once a source of acri-
monious controversy in the town.

The story begins in 1962 when the city of Santa Fe Springs received a survey
and planning grant to develop a program for the "Flood Ranch" area, the section
of the city, populated almost entirely by Alexican-Americans--known as a barrio:
After much study and many reports, Santa Fe Springs signed a loan and grant
contract with HUD in 1967 and it was then that the controversy began. Sev-
eral members of the community vociferously expressed their distrust of any ur-
ban renewal plan. In the words of one citizen of the town, "they found it diffi-
cult to believe that a government agency could work to their benefit." Specifically,
the residents felt that the plan, which emphasized physical renewal, especially
housing, did not reflect any contribution from the residents themselves, nor did it
necessarily answer their needs, which involved as much social as physical re-
newal. They organized first within the barrio and then city-wide to change the
redevelopment plan. One tangible result of these efforts is the neighborhood facil-
ities building, now the cornerstone of the renewal plan. The center first operated
in a temporary building and the city paid for the leasing, operation, and mainte-
nance of the facility. In 1968, HUD approved the neighborhood facilities grant
and the center was completed in November 1969.

The citzens recognized that to ameliorate their problems, social services were
as necessary as bricks and mortar. The neighborhood center offers 16 different
social, economic, educational, and medical programs. They include a manpower
center ; a child guidance project ; a youth clinic offering counseling and medical
service to young people ; an information and referral center for other local agen-
cies ; and an array of educational and recreational activities.

The success of the neighborhood center has now moved the local residents .to-
wards a greater acceptance of the urban renewal plan. They have joine0 together
for other causes now, including ecology, improved transit, and youth problems.
The local citizens have endorsed the residential program for the area and many
non-Mexican-Americans are moving in, integrating it for the first time.

If the neighborhood center started out in controversy, the outcome has been
much greater and more positive than the mere building itself, according to the
mayor of the city, Ernest R. Flores. The main achievement, he feels, is an active,
aware, and organized citizenry. Mayor Flores says : "In fighting city hall, the
people of the barrio learned a lesson that the most expensive college education
could not have taught them. They learned how to make the system work for them.
They learned that not fighting city hell, but guiding city hall, moving city hall,
using city hall, was the answer to the request for a better life."

As recently as 1968, the citizens of Hillsboro, North Dakota, a tiny city of
1500 inhabitants, had no street signs to guide the postman in delivering the mail.
The town also lacked sidewalks, curbs, gutters, and many other facilities in
much of its residential section.

That same year, the city began participating in HUD's code enforcement pro-
gram, one of the smallest municipalities in the nation to do so. According to
George D. Christians, the administrator of the code program, Hillsboro is "the
only city in North Dakota to have a FACE program." Now street signs ;lave
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been installed and other improvements have been made; so the postman's rounds
are much easier. Just in time, too, for Hillsboro will be receiving a very impor-
tant letter any day. Because of its FACE program and the city's volunteer ambu-
lance service, the community has been named one of 12 finalists in the National
Municipal League's All-America Cities Award competition. Santa Fe Springs
is also a finalist in the contest, winners of which will be announced this spring.

The mini-city, incorporated in 1881 and located midway between Fargo and
Grand Forks, lacks many of the problems associated with a larger metropolis, such
as air pollution and high crime rates. Nevertheless, it shares other worries with
its larger urban neighbors. One of the most serious is dilapidated housing. The
city-planning commission received funds to undertake a master plan under HUD's
701 program in 1966 and the resulting document showed an accelerating growth
in substandard housing, including a number of units without sewer and water
facilities. "The improvement of housing became the primary objective of the
community," according to Mr. Christians, "since the plan showed that this
was our greatest problem." .

A FACE program. funded for more than $500,000, was launched on May 1,
1968 in the western area of town, the section that showed the most blight.
About two-thirds of the 246 buildings iu the 36-block area showed some sort
of code violation. Extensive inspections. and -reinspections were completed on all
of the buildings and loans and grants were made available to residents for im-
provements. In addition, the inspection team counseled home owners in con-
tracting for rehabilitation work and ,in obtaining loans. When the program was
completed in February 1971, the area showed substantial improvement and 95
residential buildings had been rehabilitated at a.cost of $200,000.

HUD found the city's work so successful that it cited Hillsboro for an
honorable mention in its newsletter. More important, the federal government
funded the municipality for a second FACE program, initiated in December
1970. To date, 54 of the 211 properties in the new 29-block area have been in-
'spected. The city will soon submit an application for an NDP program in its
downtown commercial area.

Public response to the code program has been very enthusiastic, according to
Mr. Christians. "Once the citizens became aware of the benefits, there has
been a tremendous demand." he says, noting that before the second campaign
was launched there were over 60 requests for inspections. "The nice part of
code enforcement," he points out, "is that everyone benefits."

All-America- Cities awards are given to communities that make significant
improvements through citizen action. The residents of Hillsboro, eager to improve
and modernize their community, enthusiastically joined with officials in the
code program and that is the key to its success, according to Mr. Christians. He
Says : "Regardless of the type of program, the federal government will only
be able to do a small part of what is required. The citizens of the community
must be willing to proceed with dispatch, vigor, and persistence if they are
to reach their goals."

MODULAR UNITS BUILT FOR ITHACA HOUSING AUTHORITY

The housing authority of Ithaca. New York (population 26,000), home of Cor-
nell University, is using modular building techniques to develop a housing project
that can be put up quickly and within HUD's cost limits. The 54unit townhouse
Turnkey development, built by Stirling Homex Corporation for $1,233,000 is for
low-income families and is one of five projects in the city's ambitious public hous-
ing program, according to David S. Armstrong, execntiv director of the hous-
ing authority. The city has gone far t"tvarcis meeting its goal of 300 units, set in
1965. Since the first Turnkey project of 10 its for the elderly was bought by
the authority. in 1968, 275 units are in development and many have been com-
pleted. The propjects are diverse: there is family and senior citizen housing,
Turnkey and conventional, townhouse and highrise, modular and "stick" con-
struction. They are stitched together by the city's scattered site plan to locate
the projects in.small groups throughout the community.

Mr. Armstrong first became involved with modular housing in 1968 when he
attended several sessions on industrialized construction sponsored by Cornell
University. A few years later, he hypothesized that modular units might pro-
vide the answer to the authority's problem of building low-income units within
HUD's statutory room cost limits. The authority announced that they would
accept bids from both conventional and industrial housing firms for a projected
54-unit project on Hancock Street. iu the northern section of Ithaca. Three gen-
eral contractors and two modular housing enterprises submitted bids and only

6



63

one, Stirling Home; was within the prototype cost limits. Their bid was accept-
ed in June 1970 but, because of further HUD budgetary questions, negotiations
Were not closed for almost a year, in March-'1071. Occupancy is expected this
spring.

In addition to the modular apartments, the complex will also include a com-
munity building with kitchen and meeting facilities, constructed by conventional
building techniques, 'designed by the Syracuse architectural firm of Sargent,
Webster, Crenshaw and Folley. The apartments, designed in colonial style,
include 28 three-bedroom and 26 four-bedroom units, Stirling Homex puts in all
plumbing, electricity wiring, and fixtures on the assembly line and delivers the
boxes complete to the site. In addition to costing less, construction on the site can
be completed in about 90 days, according to the company.

The Hancock Street project is only one of the authority's five developments.
Two small Turnkey projects were launched between 1968 and 1971; the first, a
10-unit complex for senior citizens, was acquired in June 1968 ; the second, 16
apartments for low-income families, was occupied in June 1971. In addition, the
authority expects to complete its 15-story highrise apartment building for the
elderly this June and will begin construction of 30 more Turnkey units in April.

The public's reaction to the authority's activities has been mixed. There has
been resistance to location of the scattered sites in local neighborhoods. Appar-
ently, residents fear a concentration of minority tenants near them and resent
"that people on welfare are going to live in those beautiful units," according to
Mr. Armstrong. Public opinion about the new modular units has also been
"Sorted," he says, "clue to the lack of knowledge about this type of construction."
To counter criticism, both the housing. authority and Stirling Homex have come
forward to try to explain to the public what modular construction is.all about.
Mr. Armstrong hopes to persuade Ithaca citizens that public housing is only part
of a general neighborhood conservation program that will include rehabilitation
and code enforcement, too.

Since the program first began, most of the icy public reaction has thawed.
Mr. Armstrong attributes this success to a concerted effort and strong coopera-
tion by the board of commissioners and the city government. As a result, the
small city of Ithaca has a public housing program that much larger municipalities
would be proud to sponsor.

NEWTON'S URBAN RENEWAL SOLVING HOUSING SHORTAGE

The year 1072-will be an especially active one for the town of Newton, New
Jersey. This spring;- the small conununity of 7200 will complete construction of
a 100-unit Turnkey project for senior citizens and low-income families. By the
end of the year, the town expects to have broken ground for 252 units of moderate-
and middle-income housing in the city's Mill-Water urban renewal project, ac-
cording to Paul Busch, director of the city's urban renewal program. He also says
that Newton will be well under way with its commercial redevelopment by the
end of 1972.

Newton still retains much of the old-fashioned charm . that dates from its
original incorporation in 1864. The small city, which is the county seat of Sussex
County in the northwestern corner of New Jersey, is clustered around a pic-
turesque town Square, nestled in the foothills of the Appalachians. The picture
postcard quality of the town, however, has masked some distubing trends: Your
housing has increased in the older parts of town and the housing market, especial-
ly for rental units, has grown tighter. The downtown shopping area, even with
its charm, is lo Sing custoLoers to more modern facilities beyond the town's
boundaries.

In 1066, the downtown merchants launched their own self-help renewal effort,
without the benefit of federal funding. Called Project 66, the businessmen re-
novated five older commercial buildings. It was only a marginal success, accord-
ing to Mr. Busch, because the group lacked the power of eminent domain, suf-
ficient funding, and technical skill.

In 1967, the city decided to try a different approachthe federal urban renewal
program. That same year they received survey and planning money from HUD
and the following year were funded for a 1.8 million dollar program that will
include both residential and commercial redevelopment.

Housing. which is one of the most serious problems facing the small city, was
attacked vvith gusto by Newton. On urban renewal land near the downtown shop-
ping area, the city will develop 232 units of moderate- and middle-income apart-
ments, sponsored by a nonprofit grout) composed of local organizations. The 5.6
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dollar project has already received seed money from the New jersey,De-
I:urtment of Community Affairs and expects a mortgage commitment from the
state housing finance agency within the next few months. The design of the hous-
ing project retains the intimate quality that characterizes the city. Is four
highrise buildings sit admidst clusters of townhouses on a site landscaped to em-
phasize the sloping terrain and the small creek flowing near -the project. A new
street alignment will draw the project closer to the downtown area, The develop-
ment will provide units at all income levels, thus serving a wide spectrum of the
city's housing needs; middle-income apartments, financed through the state hous-
ing finance agency ; moderate-income units under the federal Section 236 program ;
a share of low-income units, funded through HUD's rent supplement activities.
'One-of the highrise towers will probably be reserved for senior citizens; the other
apartments will be for larger families.

The city's other housing effort is well underway, with the project expected
this spring. It is a 100-unit Turnkey project developed by Leon Wiener Associates,
The public housing development will consist of SO efficiency and one-bedroom
apartments for the elderly in a highrise, surrounded by 20 townhouse apartments
for families. The project includes community facilities and outdoor as well as
enclosed recreation space.

= Through urban renewal, the downtown of Newton will also get a new look.
Several businesses have already been relocated into more modern premises. The
town plans to build a 90-car parking facility, as well as new offices for the local
newspaper and the county government. It will make major improvements in the
obsolete traffic patterns in the downtown Area.

Mr. Busch feels that one reason renewal has worked thus far in_ Newton is
because of the compact, efficient municipal government. He, for example, is both
the executive director of the renewal program and the housing authority. The
city is adininistered by a professional city mar,Iger. The town council, which
serves as the LPA, consists of five elected non-partisan members who have a
strong rapport with the manager. According to Mr. Busch, "local politics is one
a the greatest factors in determining whether urban renewal will work." The
absence of strong partisan political pressure, he contends, is one reason why the
program has been effective in Newton.

Even though Mr. Busch is a full-time employee of the city, be has used outside
professional help extensively because of the complexities of the federal and state
programs that are funding the town. He-feels that most small communities, witb.
limited staff, do not have the capacity to work effectively with the many levels of
public funding 'necessary to redevelop a town without technical help from spe-
cialists in housing and renewal. The city's planning consultant, Alvin E. Gershen
Associates, rewrote the urban renewal plan twice : it started out as a conven-
tional project ; was converted to an NDP ; and, because of lack of funds, reverted
back to a conventional project. The firm has guided the housing program not only
through HUD red tape but through difficult and lentghy negotiations with the
state government.

Newton's urban renewal and housing programs have taken several years to
show results, largely because both HUD and the state government fire more geared
to serving big cities than small communities, according to Woody :farmer, who
represents the Gershen firm in Newton. Still, this small city has made an aggres-
sive start in tackling its problems by using big city programs to serve small city
needs.

FULTON HOUSING AUTHORITY ACTIVE IN LOCAL PROGRESS

The housing authority of Fulton, Missouri has long been the leader in that com-
munity for More and better housing. Last fall, the authority completed 100
new units. bringing the public housing total in Fulton to 174 apartments; now the
agency is working with a noTrofit sponsor to develop moderate-income units. In
Fulton (population 12.972), thte housing authority is involved with day care
programs, health facilities, institutions, employment, even parks and recreation,
to promote improvements of all sorts in the city. According to A. Bruce Musick,
the executive director ()1 the Fulton housing authority and one of NAHRO's most
articulate spokesmen for Small city housing programs, "the local housing au-
thority does function as a dominant force in community-wide planning covering
Programs aimed at focusing remedial action on the city's housing problems."

Fulton is a good example of a growing, prospering znicrocity. It is the home of
two colleges and two state institutions. It is far enough from big cities to be an
independent entity ; close enough to them to be readily accessible. Fulton bas a
substantial economic base of its own. It has gained, not lost, population in the
last 10 years.
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Like other microcities, Fulton is also feeling the pinch of big city problems.
When the housing authority -was first -established 12 years ago, 34 percent of the
city's housing stock could be classified as dilapidated or deteriorated, according to
Mr. Musick. Most of this substandard housing was for rent, in sections of the
town occupied by minority group members. Though new construction was flourish-
ing, it was producing housing for middle- and upper-income residents. For the low-
income tenant in Fulton, housing was limited and the market was tight.

Enter the housing authority, which was created in 1959, after community lead-
ers urged a strong low-rent housing program. The authority started with 58
units and added 16 more. Until 1971, it operated a total of 74 apartments in the
town.

In the fall of 1971, the authority opened 100 more units, 50 of which were
designated for senior citizens. The new project sits on land given to the munici-
pality by Westminster College and represents what is, in effect, a renewal effort
by the authority. The site, which was once a clay pit and a garbage dump. has
been developed into a public park and lake, financed by close to $75,000 in
municipal funds. The public housing units flank the park in two groups. The
project also contains a community center that is used for senior citizen and
youth activities, in-service training conferences for housing authorities through-
out. the state sponsored by the state department of eoimnunity affairs, and for
education and recreation programs run by Westminster College and local groups.
The center is sponsored by the city of ;Fulton and administered by the local
parks and recreation commission.

Fulton'S public housing units have been clustered in six sites around the
city. Mr. Musick feels that the authority's conscious effort to select lots in both
undeveloped areas and areas which were slum-like in characte.r" has had "a
tremendous impact upon the community ... in significant upgrading of surround-
ing areas."

The housing authority has ambitious plans for the future. It is one of the
major participants in a study of municipal services in 'a severely blighted area
of Fulton. The study, financed by-a private foundation, will map out an action
program for the neighborhood. If the program is funded, the housing authority
will become involved in developing day care centers, health facilities, job
training programs, physical improvements, and park facilities.

The authority is now assisting the Ecumenical Ministries, st nonprofit group
in developing SO units under the HUD Section 236 program. They are also work-
ing hand in hand with the Missouri Association of the Deaf to plan a retire-
ment center in Fulton. The complex would contain a nursing home and housing
units.

The authority has involved the public in its program from the very beginning
when the agency was first established. Then, local leaders candidly made an ob-
jective study of the community's housing needs, which showed the necessity for
an aggressive program. As a result, the Fulton housing authority has enjoyed
strong community endorsement for its programs, including the support of the
chamber of commerce, churches, municipal agencies, institutions, schools, and
service clubs. "It is this kind of community support," according to Mr. Musick,
"that must be developed in a small authority if it is going to succeed."

.Musick feels that a small municipality is often at a. distinct advantage
over a large city in running a public housing program because "the social and
economic fabric of a small community, generally speaking, is more stable than
in the large cities." He points out that in Fulton, "the tenant body is 'Cosmo-
politan." Even though all the residents are low-income, they represent a cross-
section of the community. "Where this is true," Mr. Musick maintains. "a small
authority operates at a distinct advantage."

TWO CALIFORNIA CITIES UNDERTKNIE CBD RENEWAL

Two small cities in CaliforniaNapa (population 35,000) and Willows (popu-
lation ;7000 ) are regenerating their downtown business districts through urban
renewal. Their CBD efforts "could Well provide the inspiration needed by other
small cities to reverse the decline of downtown commercial areas," according to
Richard A. Oliver, executive director of the Napa Community Redevelopment
Agency. Both cities give plaudits to HUD's interest and attention ; yet one is
sharply critical of HUD's policies towards small cities, while the other is not.

Napa, which is the gateway city to California's rich wine growing district,
faced imminent commercial decline in 1965 when the two department stores re-
maining in the city threatened to move out Unless the municipality provided
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more parking, larger commercial area, and a more attractive physical environ-
ment, Since.1965 the city .11110 . been toying with the idea of a downtown moderni-
zation program, recommended by planners and the local citizen advisory group.
but it was not until December 1969 that an urban renewal plan, developed with
701 funds, was unanimously adopted by the city council. Once the decision to
become involved in urban renewal was taken, Napa moved rapidly forward with
its program: less than two years after initial funding, parcels were being sold
for redevelopment and renewal was on its way, The city applied for NDP funds
for its first action year in the amount of 1,95 million dollars. The community
is now in the midst of its second year of NDP funding, for 2.25 million dollars,
and will be applying for a third action year allocation of 3.9 million dollars
shortly.

Napa has now signed leases with the two major department stores that had
threatened to leave the area and ground was broken in the fall of 1971 for the
construction of a new store for Carithers, one of the major retailing tenants.
The first stage of Napa's NDP project is concentrated in a nine-block area that
will include not only new facilities for Carithers and its competitor, Mervyn's
but space for smaller shops and 250 off -street parking slots. The city has also
completed construction of the first portion of n semi-mall in the downtown and
will begin building the second section this spring. Deveopment of ti..fullrscale
mall for the CBD has been programmed for this year as well.

City officials feel that the streamlined municipal government is one important
factor in their success. The director of the city's department of planning and
community development is also executive director of the renewal agency. The
city council not only acts as the redevelopment agency, but also as parking
authority and housing authority, too. In this way, there is a great deal of
coordination between the city officials and agencies involved in Napa's redevelop-
ment projects.

Mr. Oliver also credits the involvenient of the city in the NDP program for
much of the downtown renewal progress. As a result, Napa, has gotten its com-
munity development program under way in an extremely short time spanonly
19 months elapsed from the date of initial HUD funding in January 1970 to the
date of sale of the first parcel fOr private redevelopment in August 1971. Mr.
Oliver feels that NDP "enabled the Agency to rapidly execute the first phase of
redevelopment in the nine-block Action Area. .. Such progress could never have
been accomplished under the conventional urban renewal process."

Willows: The CBD renewal techniques being tried in Napa are being echoed
in another small California city, Willows, which recently began construction of
its downtown mall in a project encompassing two citthlocks. The Mendocino
Gateways Project, as Willows' renewal effort is called, will eventually involve
more than one million dollars of federal and local funds. It will include 100,000

.square feet of commercial space, developed by Art International of Sacramento;
free public parking ; and an open air, landscaped public plaza.

In 1965, the citizens of Willows asked the state department of housing and
community development to study and make recommendations for the city's im-
poverished CBD. In 1966, Willows created an EPA and applied for survey and
planning funds from HUD. In June 196S, part one of their loan and grant applica-
tion was approved. It was not until early this year that work began on the mall.

Willows has proceeded with demolition in the downtown area in a novel fash-
ion. The division of fire service training in the California State Department of
Education has been using the buildings for fire fighting practice for more than 200
trainees, thus demolishing them at little cost to the city.

The Willows project has taken more than twice as long as the Napa effort to
get off 'the ground. Floren V. Boone, director of the Willows Community Redevel-
opment Agency, feels that much of this problem lies with HUD. According to Mr.
Boone, "one of 'the great difficulties of the small communities is adapting to a
program designed for the metropolitan city." He feels that it is unrealistic to
expect Willows to have the same problems and to he subject to the same proce-
dures as much larger cities, like San Francisco and Sacramento.. Small communi-
ties, he says, involve total renewal. Unlike larger 11171)1111 areas, it is difficult to
isolate one small sector of blight for redevelopment. "for what you do in any geo-
graphical area has an overall effect on the community and its people."

Between Willows and Napa lies a population spread of 30,000 people, and this
may account for the differences in .the administration of their renewal efforts.
HUD's definition of a small city is a community of 50.000 inhabitants or less, but
according to, Mr. Bernie, "there is less of a common denominator between the
10,000 population and 50,000 population than exists between the 50,000 population
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and 500,000 population of cities." He feels that HUD has been very cooperative in
the Willows project, but points out "that alone is not the solution small com-
munities need a program oriented to their needs and circumstances."

HOPKINS, MINNESOTA, USES NEW RENEWAL TECHNIQUES

Hopkins, Minnesota, a small city of 13,00010 miles from Minneapolis, is the
first Minnesota municipality to use a technique for funding urban renewal proj-
ects, passed into law by the state legislature over two decades ago. Called the
"local approach to urban renewal," according to Terry Novak, city manager of
Hopkins, the idea enables a community to finance projects through tax increments
instead of by using federal funds. Hopkins is also one of three municipalities in
Minnesota to be given powers to declare land "development districts" for the pur-
pose of renewal.

The city has already financed a 161-unit, 11-story apartment building in its
downtown using the tax increment concept. Construction of the 2.5 million dollar,
Section 236 project began in April 1971. In March of the same year, Hopkins broke
ground for 2.2 million dollars worth of senior citizen housing. The city is now in
the process of developing land in the downtown as a parking lot, using the devel-
opment district concept.

The tax increment funding legislation was promulgated in Hirt Minnesota Re-
newal Statute MSA 462 as long ago as 1949; yet. Hopkins is the first municipality
to take advantage of the law. Tax increment financing enables a community to
fund urban renewal through a source other than the limited federal dollar re-.
newal pool. The key is "tax anticipation borrowing," according to Mr. Novak. By,._
this he means that the redevelopment agency can "borrow money to finance the
`write-down' and repay that money over a period of years from the increased
property tax proceeds derived from the new development on the site." The local
school district, which shares 65 percent of the local taxes, will receive the in-
creased proceeds once the renewal bonds have been paid off. In the meantime, the
city and the School district will continue to be paid the tax revenues that they had
been receiving before the improvements were made.

Hopkins has used the tax .increment technique together with a second tool. the
development district, to accomplish its renewal goals. The city, eking with Minne-
apolis and Robbinsdale, was empowered to establish development districts by the
1971 Minnesota legislature. Such areas are separate from federal renewal project
designations and need not be declared blighted, an important psychological advan-
tage, according to Mr, Novak. Ae'nrding to the law, cities can condemn land in
designated development districts for parking structures, pedestrian walkways,
underground concourses, and 'special lighting systems, Hopkins is using its first
development area for a parking lot to serve the downtown business district and
they-are financing the project through tax increment funding.

Mr. Novak feels that these tools give Minnesota communities a valuable alterna-
tive to the federal urban renewal program. Since renewal dollars are limited, tax
increment funding enables municipalities to take advantage of a new financing
source. It also frees communities from time consuming federal negotiations and
approvals. According to Mr. Novak, if the city's Section 2.36 housing project had
been funded through the renewal program, Hopkins would barely be past the sur-
vey and planning stage now. Instead, they are well on their way toward a brand
new building.

MODEL CITIES REVIVES RURAL GEORGIA COMMUNITY

Alma, a tiny rural community of 3700 Inhabitants on Georgia's coastal plain, is
a model city in more ways than one. It is the smallest community in the nation to
be chosen for the model cities program end. along with Bacon County, in which it
is located, the only county-wide program in the United States. It was one of the
first municipalities in the country to Sponsor a congregate housing facility with
public housing funds (see 1967 JOURNAL No. 9, page 511). Alma not only has a
model cities program but also urban renewal, 'neighborhood facilities, and public
housing, not to mention funds from many non-HUD sources. The purpose of all
this activity, local officials claim, is to reverse the town's declining population
trend and to literally keep Alma's citizens "down on the farm."

One reason local residents have been leaving this rural community is that eco-
nomic opportunities appear greater elsewhere. Tf the Alma model cities program
has its way, that won't be true in the future. Capitalizingoathe county's fertile
soil, model cities has granted *25,000 to a local group, the Georgia Blueberry Asso-
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ciation, to develop 2000 acres for cultivation in Bacon County by 1980. This pro-gram alone could yield the participating farmers up to $500 an acre. In the fall of1971, the Economic Development Administration nounced that it would preNdde$343,200 to supplement model cities funds for a 200-acre industrial park. In the
summer of the same year the Federal Aviation Agency announced that it wouldprovide over $100,000 to finance 50 percent of the cost of an expanded Alma air-
port ; model cities and state funds will provide the other half.

When the Senate rural development agriculture committee toured the nation inthe summer of 1971, they were greeted by devastating poverty and acute economicdepressiod at most of their stops. When they reached Alma, however,' * *posed of local church leaders and bankers, has received HUD approval for 12units of middle-income garden apartments on a 5.2 acre site. Construction ofthe units recently began.
Both of these two housing efforts were financed in part through the city's urban

renewal program, which wrote down acquisition costs and helped pay for site
improvements. Forrestal Heights is located in the city's first urban renewal pro-ject area. The LPA, faced with serious relocation problems, took advantage ofHUD's "early land acquisition" program. They developed a site that had a lightrelocation load and built the Forrestal Heights project on it. Now they will usethe public housing units to releetitelainilies from the rest of the renewal area.

Relocation has been an important component of the Beacon renewal program.
When redevelopment began seven years ago, there was no subsidized housing at
all in the city. Surveys showed, however, thatmany families, a large proportion of
which are black, could not afford market rents for apartments in the area. Ray-mond, Parish and Pine, the planning consultants advising the city, made clear
that without a comprehensive housing program for Beacon, renewal .could notproceed.

Forrestal Heights and the Unity Interfaith Housing Corporation are the first
two such housing efforts. The city wants to provide "the broadest possible spec-
trum of relocation housing," according to Mr. McGill, and they are planning 30
townhouses under Section 235, as well as nusubsidized units and single-family lots
for families wishing to build their own homes. All in all. the redevolpment agency
hopes to develop over 900 new housing units in their first urban renewal effort.
The city has aLso been working with the state Urban Development Corporation
to build 190 middle-income apartments on a site overlooking the Hudson River and
to develop 50 acres of surplus institutional land in the city for housing andindustry.

Although new housing is the cornerstone of the renewal program, Beacon
has mapped out ambitions industrial and commercial redevelopment plans. An
industrial firm that has been in the city for many years recently moved out of
its antiquated plant into a modern. enlarged structure under the auspices of the
renewal program. The city is also trying to refurbish its downtown and make it
competitive with outlying shopping areas through increased parking space, street
improvements, and more sites for stores and offices. The key to the downtown
renewal plan is a new access road linking the city to the interstate highway. Plans
also include the development of park land and improved waste disposal systems.
Construction is now under way on the renewal project.

Beacon's success can probably be attributed to an active and aggressive city
leadership that includes not only elected officials but appointed staff as well. The
municipal. government .reflects a bipartisan and especially representative ap-
proach. The mayor and the chairman of the renewal agency are from opposing
political parties. Many of the renewal officials are black. giving this large segment
of the city's population an identification with the program. The renewal board
reflects a cross-section of the community. 'his strong public representation in all
phases of government is one reason why Mr. McGill feels that the renewal pro-
gram, resisted at first because of fear of federal intervention, has been given
enthusiastic acceptance now. He points out that "in the early stages of our pro-
gram there was an agreement by civic leaders that there were compelling reasons
to save the old city."

Beacon had learned several important lessons from their experience. They saw
that renewal is an extended process that works best when there, is "long
and personal attention to every detail," according to Mr. McGill. The importance
of details is reflected not only in their successful relocation program but also
in their insistence on high architectural quality in all new housing.

The city also learned that it is best to tackle difficult problems directly and
that they cannot be swept away. Only when the redevelopment agency met the
relocation problem head-on, was it able to deal with it effectively. Relocation

1.Exhibit, as submitted. Ed,
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opened up another serious itl:ille -racial discrimination, ,which the renewal
officials also attacked forthrightly. Beacon has tried to disperse housing sites
and to mix Units by income, age, and race. Now black families are purchasing
homes in white sections of the city and the Forrestal Heights project, which
reflects a mixture of age and racial groups, is so far working out
successfully.

The Beacon renewal agency discovered "that fear of the unknown"- is often a
dominant problem in a small community, according to Mr. McGill. The For-
restal Heights project includes the city's first high rise: a 10-story structure.
Resisted at first, the attractiv building is now a source of pride to the
community.

The "ruggedly individualistic citizens of Beacon," as Mr. McGill characterizes
them, were also leery of the unknown of involvement in federal programs. It
took courage and effort for the city fathers to persuade them that the alterna-
tive to public help could very well be rising taxes, which nobody wanted.
According to Mr. McGill, "Beacon's experience has shown that only through
taking advs.ntage of every federal and state program can the required level of
financing be made available," to give small cities their needed rebirth and make
them once more a part of the economic mainstream.

Mr. KLUCZYNSKI. Any comment, Mr. Corman ?
Mr. CORMAN. I have just one question to ask.
Do you have any figures as to where most of those municipalities of

50,000 or less are located? Are they in metro areas or nonmetro
areas?

Mr. MAFFIN. I would suspect in the total aggregate they would
be outside the standard metropolitan statistical areas. I am talk-
ing about under 50,000.

Mr. GORDIAN. In population. In other words, taking all of the people
of the United States who live in municipalities of 50,000 or less, you
think that more of those would live in nonmetro areas?

Mr. 1MAFFIN. As units of government, yes.
Mr. GORMAN. I am thinking about in total population ?
Mr. MAFFIN. In total population, I would suspect that the SMSA's

act for around 65 or 70 percent of the population. The central cities,
of course, are a predominant percentage of that number.

But I believe, if I understand your question of cities under 50,-
000, just in sheer numbers, probably more of them would live in cit-
ies of under 50,000 in the SMSA's, than live outside. I would not swear
to that. But in terms of numbers of units of government, obviouSly
not.

Mr. CORMAN. Thanuk you very much.
Mr. IITTNGATE. No questions, Mr. Chairman.
Mr. BERGLAND. No questions, Mr. Chairman.
Mr. STANTON. No questions, Mr. Chairman.
Mr. KLUCZYNSKI. Thank you. It has been a pleasure to have you

before this committee. Your testimony will be very helpful to us
when we have our executive session.

Mr. MAFFIN. Thank you very much, sir.
Mr. STANTON. Mr. Chairman, I would like to point out that this

is especially good 'testimony here and it is in contrast with the
previous witness.

Mr. KLUCZYNSKI. We will have the members of the subcommittee
read that and make sure they know what your positions are.

Thank you ever so much for being with us.
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Mr. James Gavin, executive director of the National Federation
of Independent Businesses will appear tomorrow morning before
this committee.

We will recess until 10 o'clock tomorrow morning.
Thank you for your cooperation.
(Whereupon at 12 noon, the subcommittee recessed to reconvene

at 10 a.m., Wednesday, May 3, 1972.)



THE FUTURE OF SMALLTO1VN AND RURAL AMERICA:
THE IMPACT ON SMALL BUSINESS

WEDNESDAY, MAY 3, 1972

HOUSE OE REPRESENT2,TrvEs,
SUBCOMMITTEE ON SMALL BUSINESS PROBLEMS

IN SMALLER TOWNS AND URBAN AREAS OF THE
SELECT COMMITTEE ON SMALL BUSINESS,

Washington, D.C.
The subcommittee met. pursuant to recess, at 10 :05 a.m., in room

2359, Rayburn House Office Building, Hon. John C. Kluczynski
(chairman of the subcommittee) presiding.

Present: Representative Kluczynski.
Also present.: Representative Hungate of the full committee; Don-

ald B. Roe, subcommittee counsel; John M. Finn, minority counsel;
and Myrtle Ruth Foutch, clerk.

Mr. KurczyNs.K.1. The hearings will come to order.
The Subcommittee on Small Business Problems in Smaller Towns

and Urban Areas today continues hearings on the future of small town
and rural America, the impact on small business.

We were all extremely sadden to learn of J. Edgar Hoover's death
yesterday. It is my information that the Speaker has invited Mem-
bers to be present at the Capitol this morning for special ceremonies.
Our first scheduled witness this morning, Hon. Earl L. Butz,
Secretary of the Department of Agriculture, has also informed us
that the White House has requested his presence at the Capitol.

Therefore, today's hearings will be postponed until a date to be
announced.

However, since two of our witnesses are already here, we would like
to receive their written statements for the record.

The first witness this morning will be Mr. Gavin, the legislative
director of the National Federation of Independent Business.

We are sorry that we were not able to hear Mr. Gavin yesterday.
Is Mr. Gavin here?

TESTIMONY OF JOHN MOTLEY, CONGRESSIONAL LIAISON,
NATIONAL FEDERATION OF INDEPENDENT BUSINESS

Mr. MOTLEY. I am John Motley, congressional liaison for the Na-
tional Federation of Independent Business. Mr. Gavin was unable to
be here, and I am representing him.

Mr. Kluczyxsia. I understand Mr. Gavin has a prepared state-
ment. Hearing no objection it will be made a part of the record in its
entirety.
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(The statement referred to follows :)

STATEMENT OF JAMES A. GAMIN, LEGISLATIVE DIRECTOR,
NATIONAL FEDERATION OF INDEPENDENT BUSINESS

Mr. Chairman and distinguished members of the Committee. I am James A.
Gavin, Legislative Director of the National Federation of Independent Business.
In behalf of our 310,000 member firms across the country, I wish to thank you
for this opportunity to testify on the future of small, independent business in
rural America.

The National Federation of Independent Business, founded in 1943, has grown
into the largest single member business organization in the United States. Our
member firms represent a true cross section of the nation's small business com-
munityretailing, wholesaling, manufacturing, contract construction and the
service trades.

Small business, I'm sure everyone present would agree, plays a vital role in
the American economy. A graphic demonstration of this can he obtained by ex-
amining the important part played by N.F.I.B. members in the economies of the
various states represented by the members of this Committee.

In those 17 states the Federation has 157,152 member firms. They employ
1,135,676 people and have average gross lfinnual sales of approximately $25.9
billion. A state-by-state breakdown of these figures is attached for the Com-
mittee's appraisal.

THE RURAL CRISIS

During a more simplistic era of-America's past, one of her greatest philosophers
and statesmen, Thomas Jefferson, could look at the nation he had helped to create
and confidently remark that the basis of her present and future success was the
"yeoman farmer." Ile viewed this hardy class as the. social and moral fiber of
the nationits guarantee against the spread of the decay and decadence that
infested the moribund society of the Old World.

What Jefferson saw was a self-sufficient, rural society. Its basis was cheap,
plentiful land, which allowed its members to control the means of production and
the Wealth created by their labor.

Of course, our third President was not able to foresee that the American In-
dustrial Revolution, the ultimate source of our wealth and power, would dras-
tically rechannel the course* of national development. It caused fundamental
Shifts in the pattern of growth, and' had a profound effect upon the social, po-
litical and moral attitudes of its people.

The rapid and uncontrolled industrial development of the United States was a
severe blow to the pride and economic well being of its rural inhabitants. Within
a short time it had transformed the landscape and quickened the pulse of the
nation. It sired the birth of massive urban centers, elicited dismay and marvel
over the efficiency of its assembly lines and glorified those who kept them well
oiled. and running. But, at the same time. it demeaned the rural American as a
hayseed and transferred his political and economic power to a relatively small
group of successful entrepreneurs. In short, it replaced Jefferson's "yeoman"
farmer" with the business orientated heroes of Horacio Alger.

Rural America's answer to this threat was Populisma socio-political move-
ment that looked back to the "good old days" for its inspiration. But Populism,
which was more of an emotional crusade than a well organized political campaign,
could not muster the strength needed to halt the march of progress. During its
short lifespan it raised the eyebrows of a few politicians, but it soon

-disappeared from the political scene without noticeably altering the process of
industrialization.

Dismayed by their own weakness and inability to change this situation,
rural Americans despaired, and helplessly sat back to watch as a dangerous
.phenomenonoutmigrationgradually altered the basis of their lives and
livelihoods.

The corporate policy of the day tended to concentrate the nation's major in-
dustries in a few economically advantageous areas, and, as this trend continued,
good jobs in rural America grew scarcer and scarcer. Soon, young men and
women began to realize that it was impossible for them to make a decent living
in the countryside, so. they began to move to the city in increasing numbers in the
hope of securing steady, well paying employment.

This flow of young adults into our urban centers has continued unabated over
the past century, but in recent decades it has reached crisis proportions, seriously
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eroding the already weakened balanced between urban and rural life and threat-
ening the very fabric of American society.

While the population of the United States has doubled since 1900, and that of
our cities has grown by approximately 350%, vast stretches of rural America
have been steadily depopulated. According to the latest census, over one half of
all the counties in the United States lost inhabitants during the last decade. In
1950, 36% of the nation's population lived in the countryside ; by 1960 this had
dropped to 30% ; and by the end of the last decade it stood at only 26%. The 1970
census also gloomily points out that nearly 74% of our citizens live on only 2%
of our land.

A more detailed examination of these statistics will clearly show that the rural
crisis is much more ominous than it appears on the surface. Numbers alone do not
tell the full story, because those that are migratingthe young adultsare its
lifeblood and its future. Since 1945, over twenty-six million young Americans
have deserted the rural. areas of the country to seek a better way of life in our
urban centers. Some of them, undoubtedly, were bored with their small town.
agrarian existence, but the majority simply realized that the economic facts of
life left them no choice.

This distressing situation is attested to in a letter N.F.I.B. received from a
concerned Young man in Utica, New York. He writes:

"I live in a town, though not that small, that is definitely plagued by this
condition. There is no industry ; young men and women leave the area by the
droves upon the completion of high school, mostly because there are no jobs and
little hope of Misiness opportunity.

"I am 24 years old, a college graduate, and like the others will soon be forced to
leave the area. I don't wish to do this, as I believe the central New York area has
tremendous potential, and I really love it. I want to stay and I want to start my
own business, I have several ideas, but 1 am running into many problems that
seem insurmountable."

A recent article in U.S. News and World Report quotes another young, college
student from Cumberland, Maryland, in much the same vein, He said "I was
born and raised here. But there aren't any jobs. if I could find work, I'd like to
staybut 1 can't, I'll have to leave."

The older residents of rural America are also very coneerned about the con-
tinued exodus of their children to the cities. A mother of six from Wisconsin
writes that she, "would like to know what it is all about. I have three children
wanting to leave and three already gone." And an N.F.I.B. member from rural
Mississippi flatly states that, "many young people have to leave our area each
year because of a lack of job opportunities. Most of them would prefer to stay in a
rural type area." -

The real tragedy of this deplorable situation is that most of these young
migrants simply do not want to leave their friends and families. And once they
experience the impersonality of city life, with its crime, pollution and over-

.

crowding, they long to return to the fond memories of their childhood an0
adolescence.

This desire is expressed aptly by a young couple from Allen Park, Michigan.
who write :

"We are from a small town in south central TexasThree Rivers. We left be-
cause jobs and money were more- plentifid elsewhere. We would very much like
to go back and settle there if possible."

The same sentiments are contained in a letter from a ,young man from Corpus
Christi, Texas, who write N.F.I.B. that he worked "for a very large corporation"
and was "concerned about the exodus of young people to the cities" He intends
to go "back to a small town and start a business."

Many older migrants arso have the same desire. A New Mexico man who
left his home town some time ago comments :

"I grew up in a small farming area town in Kansas. I left my home town
because of the lack of opportunities there in the late 19,50's.

"However, I would like to return now, if there are any chances of earning
a living for my family."

Rural outinigration has been a very personal and sorrowful experience for
countless thousands of American families, but, unless the flow is stemmed soon,
the hardships and broken homes it created in the past will be insignificant
in comparison to its future impact, Recent predictions of the nation's future
growth pattern pessimistically point out that by the year 2000 nearly one hundred
million more Americans are expected to move into our already overcrowded
cities.
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This phenomenon, which by itself is frightening, has and will have profound
and far reaching effects upon all aspects of rural life.

The most obvious is that rural communities will be faced with the nearly
imposSible task of satisfying increasing demands for more adequate !SeCial
services with the revenues they can squeeze out of a continually shrinking
tax base. Their residents, who have long endured the hardships of an agrarian
based existence, are becoming more and more impatient, especially when they
compare their life style with that of their urban neighbors.

Such common urban services as running water, electricity, sewers :Ind decent
public transportation are undreamed of luxuries in rural America. In addition,
much of its housing is suhstandard, and, because of exposure to the elements,
badly in need of repair.

Rural poverty is also a serious problem. Although only a quarter of the
U.S. population lives in the countryside, half of the nation's poverty-stricken
citizensabout 14 millionreside there. In the cities, one person in eight is
poor ; in the suburbs, one in 15; but in rural America, the figures are 1 out
of every 4. At the same time, the rate of unemployment in noinnetropolitan
areas often exceeds by two or three times the rate in urban centers. And, when
jobs are available, they pay less.

There is also a severe shortage of skilled professionals--doctors, teachers,
dentists and lawyersin rural America. Minimum levels of health care and
education are becoming increasingly difficult to maintain, as the college trained
sons and daughters of farmers and small town residents seek their fortunes in
an affluent. suburbia.

In addition to this already heavy burden, rural America is now attempting
to weather a new crisisone that seriously threatens the very foundation of
its economic existence.

Over the past quarter of a century the family farmer has been slowly, but
steadily, losing ground in' his fight against nature, inflation and a determined
corporate policy. In 1945, there were approximately six million farms in the
United States, but by 19719' there were less than three million in operation
a decline of over 50%. During the same period, nearly 70,000 family farmers
were forced to give up their livelihoods each year, adding their weight to the
steady flow of people from rural to urban America.

The economic structure of rural America is based. to a great extent, on agri-
culture, and the distribution of wealth is closely related to the number of farms
in operation. As one N.F.I.B. member from Rose Creek, Minnesota, puts it,
"When agriculture does well it seems our whole economy prospers. The farm
depression is driving many small businesses, and even larger manufacturers,
out of business, or, forcing cutbacks."

This trend toward fewer and fewer family farms must be halted. If it is
not, rural America will turn into a corporate wasteland.

The economic pressures caused by all these faCtorsoutinigration, a shrinking
tax base, and the decline of the family farmpose a serious threat to the
viability of rural and small town..independent business. They have created a
customer drain, causing many small firms to close their doors forever. It is
no quirk of fate that nearly 73% of all the business failures in the United
States during 1970 occurred outside the nation's metropolitan areas.

This situation is dramatized by an N.F.I.B. member from rural Texas, who
writes :

"Our area where we now live is in need of some kind of industry. I know
for a fact from talking to the great majority of business people here that they
are willing to work and cooperate in every possible way to bring any kind of
industry into the area This rural area town 'needs this badly, if something
is not done soon, in the next decade, I'm afraid it will not be able to survive."

In every section of the country concerned communities. like the one in Texas,
are trying desperately to find a solution to the same problem. As more and more
people leave the land, their economic base shrinks, forcing local businesses to
tighten their belts. Margins are cut and payrolls reduced, adding the final link
to the vicious cycle of decline.

Businessmen realize that their communities 'mist change their economic base
to survive, but this is easier said than done, because the same factors that caused
the problem make it even more difficult to solve. Executives of corporations some-
times practice philanthropy, but they are extremely reluctant to locate new
plants in depressed rural areas. Lack of tran.mortation, and inadequate supply
of trained labor and many other disabilities simply make such a move poor
business,
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TUE URBAN tmeAcT or' THE RURAL cams'

Mr. Chairman, while it is not completely germane to the Committee's inquiry,
the Federation feels that a brief discussion of the urban impact of rural outmigra-
tion will help place the entire subject in a clearer perspective.

'While the rural problems resulting from this massive population shift have
long been apparent, the seriousness of its urban impact has just recently emerged
with a shattering effect. During the past few years the plight of the nation's
metropolitan centers has been widely publicized, and Congress has devoted a
great deal of its time and energy to the difficult search for a viable panacea.

America's cities, once the marvel and envy of the western world, are in serious
trouble. They are plagued with crime, pollution and overcrowding, and many of
them are saddled with huge deficits, with little Or no prospect of ending the flow
of red ink, simply because their outlays for vital community services far exceed
their ability to raise revenue.

Natural growth can be blamed for part of their dilemma, but the real culprit
is uncontrolled industrial development. It has deprived the nation of sorely
needed economic balance, and opened the floodgates of rural outmigration. Our
urban centers have literally been forced to absorb and assimilate millions of
young, unskilled migrants, and the rising cost of providing them with adequate
education, housing, transportation, health care and welfare benefits has pushed
them to the brink of financial disaster.

Recent studies of the effect of this migration on ninety-four large U.S. cities
clearly shows that its cost is appalling. In 1960 alone, before the inflation of the
last decade, this phenomenon placed a. net burden of at least $2.5 million on each
of these cities. The median net cost per migrantto provide him with community
serviceswas NINE times greater than per city resident. In many cases, urban
governments can never recoup these losses, because the migrant, after becoming
discouraged by the lack of opportunities in a particular city, simply moves on to
try his luck in another.

Because of this obvious interaction, the Federation feels that the problems
of urban and rural America are inseparable. And, we strongly believe that the root
cause of the former can be found in the economic dislocation that is occurring in
the latter. Therefore, we are convinced that any attempt to serve the urban crisis
is doomed to failure, unless some way is found to arrest the flow of migrants
from rural America.

SOLUTIONS

The Negative Approach
The National Federation of Independent Business is, and has been for some

time, deeply concerned about the plight of rural America. Over the years we
have invested a good deal of time, money and effort in the search for a viable
solution to this dilemma, yet, even during periods of complete frustration, we
never gave up hope in the ultimate success of our cause. Because of this, we find
the recent negative approach espoused by The Commission on Population Growth
and the American Future totally unacceptable.

The Commission's recommendation, contained in Part III of its report, Popu-
lation and the American Future, is as follows:

"In chronically depressed areas, it may sometimes be true that the prudent
course is to make the process of decline more orderly and less costlyfor those
who decide to remain in such areas as well as for those who leave.. . . In that
event, the purpose of future investment in such areas should be to make the
decline easier to bear rather than to reverse it."

Although the Commission's Report qualifies this position by establishing the
feasibility of economic development as a criterion, it is defeatist in attitude and
extremely depressing. It makes several suggestions aimed at improving the lot
of those who are forced to move to find work, which is good, but, in the same
breath, it accepts rural outmigration its an unalterable fact, which means that
it has found no solution for the problem. Instead, it is content to offer halfway
measures to ease the impact of dislocation, a stand that does nothing to head
off the growing crisis.

Only once, when it states that, "a superior approach may be to create new jobs
nearer to or within the declining rural areas," does the Report come anywhere
near recognizing the heart of the problem. But, then it turns right around and
suggests that this expanded employment should be concentrated. "in urban places
located within or near declining areas," and that these centers should have.
"a demonstrated potential for future growth." a policy which it admits, "could
inadvertently produce overurbanization." "Overurbanization" is already a seri-
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ous problem in the 'United States, so why even suggest a policy that could eventu-ally make it insolvable?
In the Federation's estimation the Report of The Commission on PopulationGrowth and the American Future leaves a great deal to be desired in its analysisof the rural crisis. Not only does it fail to address itself to the proper questions,

but its suggestions are negative in nature and, in many instances, self-defeating.In addition, it offers absolutely no hope at all to those rural inhabitants who
wish to remain on the land where they were born and raised.
Positive Approaches

Balanced development has always been a primary concern of rural residentsand the legislators who represent them in Washington. But, Until recently, theyhave had to wage a very lonely tight in the halls of government, because otherspecial interests, including business and labor, failed to realize the growingmagnitude of the rural crisis.
A sign of the changing atmosphere in the nation and its capital is the recentformation of the Coalition for Rural America and its sponsorship of the uniqueAd Hoc Committee. The latter is a discussion group that shares similar interestswithout any formal affiliation to the Coalition. It includes not only the Federa-tion, but the AFLCIO, NFO, Independent Bankers and a host of other diverseorganizations.
Significant also is that rural problems are receiving more and more attention

from urban Congressmen. Many of them are beginning to realize that. the ulti-mate cause of their own District's problems lies outside the city's limits. Thisis vital, because- their cooperation is necessary for passage of any importantreform legislation.
During the last few sessions of Congress, many members of both the Houseand the Senate have introduced bills aimed at correcting the problems ofrural America. All of these proposals, from rural revenue sharing to a rural

development bank, are positive in their approach and, as, such, are commendable.But, all of them, without exception, simply don't go far enough. They deal withthe visible symptoms of the disease, rather than with the. disease itself.A good example of this is the recently passed Rural. Development Act. Itsprimary goal is to reduce the impact of inadequate community and socialservices in declining rural areas by increased funding of tested Federal pro-
grams. While this is needed to ease the hardship of rural living, it does littleto attack the cause of these inequitiesan insufficient and continually shrinkingtax base.

The only way to accomplish this is to first, halt, and then, reverse the flew
of out-migration. While this will not be an easy task, it is not impossible, and
it behooves us to realize that we cannot expect an overnight change in a situation
that .we have allowed to develop uncontested for more than a century.

The economic base of rural America must be altered and strengthened, and
we must actively seek the balanced development that is needed to make this
a reality. As a first step in this direction, we must dedicate the nation's resourcesto the creation of steady, well paying, jobs in our nonmetropolitan areas.

Jobs are the key. Without them, millions of young, rural Americans will be
forced to move to our cities to find satisfactory employment.

If we do not provide them with jobs, we will not have to worry about improv-
ing rural housing, sewerage, transportation, education and medical care, be-
cause. eventually, there will be very few residents left to take advantage of
these benefits.

The creation of employment opportunities in these economically depressed
areas is a difficult challenge, simply because knowledgeable businessmen are
extremely reluctant to take the enormous risks involved in this type of a
venture. In other words, they have to have some reasonable assurance that
their efforts will stand at least a 50-50 chance of success.

Yet, even though they are presently faced with many trying obstacles, such
as, poor transportation and services, an unskilled labor force and inadequate
financing, many established firms and individuals are seriously considering
moving to rural locations. A prime example of this trend is Waveline, Inc.,
an electronics firm in West Caldwell, New Jersey. Its President writes :

"Waveline. Inc., a manufacturer of electronic equipment is seriously con-
sidering a move to a new location. We are currently located in an industrial
area about nine miles northwest of Newark, N.J.

"Although several possible locations have been examined, we are also con-
sidering rural re-location ..
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"Wave line operates in two locations, the second being Cheshire, Conn. with
a total employment of 225 persons. Annual volume is in excess of $3,006,000."

The impact of a company the size of Wave line re-location in a rural town
would probably mean the difference between continued-decline and survival.
It would create 391 new jobs, 252 new households and enough business for nine
new retail establishments. Population would increase by 666, personal income
by 1,341,000, bank deposits by $607,000 and retail sales by $810,000. In addition,
the community's economic base and tax structure would be significantly changed,
enabling it to provide more services for its residents.

Although less startling, there are other examples. A contractor from metro-
politan New York, writes :

"Right now I am in industrial and commercial building doing most of my
work on Long Island.

But not enjoying it to the fullest, I have talked to my family about leaving
Long Island and starting somewhere else.

"I would like to start a business in the country, this is why I am writing and
asking you for your help and advice."

And a former salesman for an international corporation declares :
"I have been doing my utmost to locate an existing business to buy in a rather

small Michigan town . . . So far this has been easier said than done, though I'll
keep at it until I find what I think I'm looking for.

"Spent twelve interesting years in international sales and marketing manage-
ment. Made more than a good living at it, but found that the more I traveled,
the more I needed to travel. Always did want to own and operate my own
show ; saved my bonuses, burned by passport and resigned by job. That was
last March, and I'm still looking for a business.

These are just a few of the many thousands of requests that NFIB has received
concerning the opening or relocating of businesses in rural America. (A selective
list of some of these firms appears in Appendix II.) Because of this, we strongly
feel that balanced industrial development is a feasible solution to the urban-
rural crisis. All that is needed is time and a conunitment by Congress to give these
willing business people a reasonable chance of success.

The means for acheiving this goal, the Rural :Tob Incentive or Development
Act (H.R. 5190 and H.R. 5603, respectively), has been before Congress for
a number of years. Its chief sponsors are Congressman Keith G. Sebelius, of
Kansas, and the esteemed Chairman of this Committee, Congressman Toe L.
Evins, of Tennessee.

Basically, this legislation attempts to give a new enterprise locating in rural
America a reasonable chance for success. It balances the heavy risks involved
in this decision with tax incentives designed to assist it through those first
few critical yearsa period that usually make or breaks a new business. The
logic behind its approach is based on a proven principlethat tax policy does,
in fact, influence the course of business investment.

With this in mind, it seems to provide a judicious blend of private initiative
and public responsibilty.

This approach also has the Added attraction of being negligible in cost: It
requires no new massive outlays of Federal tax dollars. Instead, the available
evidence strongly indicates that these new businesses, along with the jobs they
would create, will provide the"United Stated Treasury with a net revenue gain.
Granted, those firms that are eligible will take advantage of these tax incentives,
but this should not place a drain on the Treasury, because they are now non-
existent. The Treasury cannot lose what it never had.

The bill, as now written, also provides-Safeguards for urban jobs. It clearly
states that no company can qualify for these tax incentives if it diminishes
operation or employment in an existing location by opening a branch or build-
ing a new facility in rural America.

Although this worthwhile legislation has been before the Congress for several
sessions, it has just recently received the attention it merits Almost a year ago
the Federation with great success, mounted a campaign aimed at increasing
Congressional awareness of the bill. To date, it has attracted the support of 198
Members of the House and 58 Senator, but, unfortunately, the Committee on
Ways and Means has not held hearings as yet. We hope they will be able
to do so in the future.

NFIB, its member firms. and the small business community have long sup-
ported and shown a strong preference for the tax incentive approach to rural
development, and a recent survey of the Federation's Advisory Council enforces
this stand. The tabulation shows that 95% of the respondents support this legis-
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!talon. In addition, 90% of them state that they would not object to the new
competition created by the hill as long as new jobs came into their area. The
questionnaire also explains that additional employment .would probably mean
higher taxes to pay for expanded community services, and, somewhat surpris-
ingly, almost Sl% answered that they felt this would be acceptable.

A. few sample comments from the businessmen participating in the survey will
emphasize how strongly they feel about this legislation.

A small stationer from Alaska writes :
"In my opinion, this is the best thing along this line that has been presented.
hope it passed so we can show them how free enterprise can solve some of our

problems if given an opportunity."-
The owner of a fuel oil distributorship' in Goldsboro, North Carolina, declares :
"This makes more sense to me than any program introduced to date to more

equitably spread our population and reduce the urban inner-city problems. It
appears logical that the large pollution centers would be helped and the welfare
rolls diminished by a de-centralization of industry. At the same time this legisla-
tion would provide a larger tax base. for many small towns to handle local prob-
lems that might occur."

Somewhat in. the same vein, the Vice-President of a Iowa bank writes :
"I believe all, efforts should be expended to improve areas in 'Rural America' --

so industry would.be encouraged to locate away from metropolitan areas. People
would then be encouraged to locate away from metropolitan areas. People would
then be encouraged to move to rural areas, where jobs would be available. This
would certainly tend to relieve some of the pressures in the highly populated areas
and everyone would benefit."-

The owner of a concrete product manufacturing plant in upper New York
State Comments:

"This certainly would he worth trying. Young .people are leaving rural areas
due to lack of jobs, Many small stores are closing up due to people moving closer
to the cities to find work.

The president of a small service firm located in Michigan says
'-I believe our Federation is on the right track in pushing the rural develop-

ment concept. The midwest region of the U.S. has been economically under pres-
sure and programs like the `Upper Great Lakes Regional Commission' have been
grossly ineffectivethey only produced 'studies and books' to my knowledge. This
Rural Development is a forward-looking approach to the solution of many of our
problems, i.e., crime, unemployment, pollution, etc."

A New Mexico retailer reports:
"Some aspects t' the .E(.;%. ins bill have already been instituted by communities

of New Mexico att1 It will al,,,Autely work even in this and other states, if Con-
gress %yin only enact legislathm and give it it chance."

And finally, a Texas banker has no doubt that this tax incentive approach
will work, commenting-ma local effort as follows :

In 196S, fifty-six local businessmen each invested in a local industrial corpora-
tion. Each man purchased $1,000 in stock and the money was used to purchase
land and construct buildings for new industries. The local banks, the local savings
and loan, and the Small Business Administration participated in these loans. To
date we have three new industries employing 150 to 175 local people."

Mr. Chairman, we submit that if the preceding continents illustrate anything, it
is that America's rural businessmen are deeply concerned with the economic
plight of their communitiesconcerned enough to willingly shoulder their share
of the cost of revitalizing them. But they cannot do it alone, so we strongly urge
you to recommend to 'our colleagues immediate consideration and passage of
the Evins-Sebelins bill.

A BRIEF SUGGESTION

Mr. Chairman, as a short footnote to our main testimony, the Federation
would like to note, for the record, that there are three executive offices, ten cabi-
net departments, twenty-one independent agencies and eight special commissions
participating in or administrating Federal programs to assist rural America. This
is a commendable effort, bat, unfortunately, it is largely ineffective, because of
duplication and a lack of eoordination or cooperation among these groups. In fact,
red tape is so thick at times that a hard pressed community can be left to fend.
for itself while bureaucrats discuss interdepartmental jurisdietion and procedure,

feels that there is a relatively simple way to correct this distressing
situation, and we, therefore, strongly urge this Committee to recommend in its
report the creation of an Office of Rural Services to coordinate the Federal effort.
In other words, there is need for it clearing house type operationone that would
disseminate information on rural-oriented programs and then assist communities
to decide which approach is best suited to their particular needs.
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The National Federation or Independent Business considers it a priVilege to
have had the opportunity to appear and testify before this distinguished Com-
mittee. We stand ready to be of assistance at any time in our mutual etTorts on
behalf of small business.

Mr. Chairman, should there be any question from the Committee regarding
my testimony, I shall be happy to try to answer them.

Thank you.
APPENDIX I

Total
members

Number of
employees

Average
gross sales

California 28, 137 176, 796 $4, 460, 860, 000

Colorado 5, 327 29, 253 626, 605, 000

Illinois 9, 276 58, 751 1, 348, 012, 500

Iowa 8, 306 56, 321 1, 411, 395, 000

Maryland 3, 093 21, 478 638, 540, 000
Massachusetts 8, 103 82, 872 1, 746, 427, 500

Michigan 12, 691 84, 567 1, 730, 525, 000

Minnesota 8, 357 77, 607 1, 775, 540, 000

Missouri 6, 866 44, 916 1, 035, 722, 500

New Mexico 1, 849 15, 292 320, 027, 500

New York 19, 511 116, 106 2, 752, 967, 500

North Carolina 7, 087 57, 367 1, 205, 540, 000

Ohio 13, 139 102, 847 2, 048, 640, 000

Oklahoma 6, 510 35, 676 , 885, 590, 000

Pennsylvania 12, 031 105, 214 2, 324, 555, 000 I
Rhode Island 1, 078 11, 336 164, 340, 000

Tennessee 5, 791 59, 277 1, 370, 125, 000

Total_ 157, 152 1, 135, 676 25, 845, 412, 500

APPENDIX II.--FIRMS AND ORGANIZATIONS INTERESTED IN RURAL JOB
DEVELOPMENT

Allied Biocide, San Diego, Calif.
I3obsen Building Co., Oceanside, N.Y.
Burlington Clinic, Burlington, Ind.
CCB Electronics, York, Pa.
California Farmer, Fresno, Calif.
Communitarian, Providence, R.I.
County Electric, South Egremont, Mass.
Elliott-Newton, Inc., Sikeston, N.Y.
Entertainment Products Group, Ba-

tavia, N.Y.
Farmer Land Exchange, Shawnee, Okla.
First City Mortgage Co., Dallas, Tex.
First Presbyterian Church, Ferriday,

Let.
Geyer and Hollister Assoc., Delmar,

N.Y.
Harrison News-Herald, Cadiz, Ohio
Hendricks Products, Reno, Nev.
Holmen-Halfway Creek Lutheran

Church, Holmen, Wis.
Home Mart, Rolling Prairie, Ind,
Inter-Lakes Community Action, Inc.,

Madison, S.D_
J, Elliott Lonnand Assoc., Baton Rouge,

La.
Karfax Industries, Scotia, N.Y.
Kesel Assoc., Rochester, N.Y.
Luzerne County Planning Commission,

Wilkes-Barre, Pa.
Marquette Medical Center, Marquette,

Mason County indusi Hal Development
Corp., Ludington, Mich.

Memorial Hospital, Uvalde, Tex.
Mid-South Supply Corp., Monroe, La.
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Afohawk Valley Community College,
Utica, N.Y.

Noranda Alumiumn, Inc., New Madrid,
Mo.

North Carolina State University,
'Greensboro, N.C.

Ohio Power Co., Minerva, Ohio
Ohio State University, Canfield, Ohio.
Paterno Pro Hardware, Lamoni, Iowa.
P.R.I.D.E. in Logan Comity, Logan,

West Virginia
Property Management Consulting, Palm

Springs, Calif. _-

Queens Devices, Inc., Long Island City,

Rensselaer Polytechnic Institute, Troy,
N.Y.

Scholia rie County Community Action
Program, Richmondville, N.Y.

South Central Arkansas Community Ac-
tion Authority, Camden, Ark.

The Williams Company, Stone Moun-
tain, Ga.

Union Rural Electric Association, Inc
Brighton, Colo.

University of Kentucky, Lexington, Ky.
University of Maine, Orono, Me.
Vinton County Industrial Development

Committee, McArthur, Ohio
Washington County Board of Super-

visors, Fort Edward, N.Y.
Washington State University, Pullman,

'ashington
Waveline. Inc., Caldwell, N.J.
Wendell' Tires, Studio City. Ga.
Wilson Building Contractors, Muncie,
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APPENDIX 111.S PPORTERS b' TILE RURAL Jon INCENTIVE/DEVELOPMENT ACT

ALABAMA
Sen. Allen
Rep. Bevil l
Rep. Dickinson
Rep. Nichols
Rep. Flowers

ALASKA
Sen. Gravel
Sen. Stevens
Rep. Begich

ARIZONA
Sen. Fannin
Sen. Goldwater
Rep. Udall

ARKANSAS
Rep. Pryor
Rep. Alexander

CALIFORNIA
Sen. Tummy
Rep. Gubser
Rep. VeYseY
Rep. .Johnson
Rep, Waldie
Rep. Leggett
Rep. Clausen
Rep. Talcott
Rep. Schmitz
Rep. McFall
Rep. Teague
Rep. Goldwater
Rep. B. Wilson
Rep. Van Deerlin

Sen. Dominick
Sen. Allott
Rep. McKevitt
Rep. Brotzman

Spn. Ribicoff
Rep. Steele

Sen. ,Boggs
Rep. du Pont

Sen. Gurney
Rep. Fuqua
Rep. Sikes
Rep. Haley

COLORADO

CONNECTICUT

DELAWARE

FLORIDA

.GEORGIA
Rep. Brinkley
Rep. Hagan.
Rep. Stuckey
Rep. Mathis
Rep. Thompson

HA WAIT
lien. Inouye . --
Rep. Matsunaga

IDAHO
Sen. Church
Rep. Hansen
Rep. McClure

ILLINOIS
Sen. Percy
Rep. .Kluczynski
Rep. :Findley

Sen. Ilartke
Rep. Hillis
Rep. Myers
Rep. Zion
Rep. LB DC1 grebe
Rep. Roush
Rep. Hamilton
Rep. Bray
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Sen. Miller
Rep. Scherle
Rep. Culver

Sen. Pearson
Sen. Dole
Rep. Sebeli us
Rep. Winn
Rep. Roy
Rep. Shriver

INDIANA

IOWA

KANSAS

KENTUCKY
Sen. Cooper
Rep. Mazzoli
Rep. Perkins
Rep. Stubblefield
Rep. Snyder
Rep. Carter
Rep. Natcher

LOUISIANA
Rep. Ca tlery
Rep. Waggonner
Rep. Boggs

Rep. Kyros
Rep. Hathaway

Sen. Beall
Rep. Byron

MAINE

MARYLAND

MASSAOHUSETTS

Rep. Harrington
Rep. Donohue
Rep. Hicks
Rep. Burke
Rep. Macdonald
Rep. Boland

MIOHIGAN
Sen. Hart
Rep. Cederberg
Rep. Hutchinson
Rep. Harvey
Rep. Esch
Rep. Brown
Rep. Ruppe
Rep. Vander Jagt
Rep. G. Ford
Rep. Riegle
Rep. McDonald



'MINNESOTA

Sen. Mondale
Sen. Humphrey
Rep. Nelson
Rep. Quie__.
Rep. Bergland
Rep. Zwach
Rep. Frenzel

MISSISSIPPI
Rep. Griffin
Rep. Colmer
Rep. Montgomery

MISSOURI
Sen. Ea gleton
Rep. Burlison
Rep. Hull
Rep. Hungate
Rep. 'chord
Rep. Randall

MONTANA
Sen. Mansfield
Rep. Melcher

NEBRASKA
Sen. Curtis
Sen. Hruska
Rep. McCollister
Rep. Thone
Rep. Martin

NEVADA
Sen. Bible
Sen. Cannon
Rep. Baring

NEW HAMPSHIRE

Sen. McIntyre
Rep. Cleveland

NEW JERSEY

Rep. Helstoski
Rep. Howard
Rep. Roe
Rep. Thompson
Rep. Forsythe

NEW INIEXIGO

Sen. Montoya
Sen. Anderson
Rep. Lujan
Rep. Runnels

NEW YORE:
Sen. Javits
Rep. Halpern
Rep. King
Rep. Robison
Rep. Terry
Rep. Scheuer
Rep. Hastings
Rep. Hanley
Rep. Kemp
Rep. Fish
Rep. Horton
Rep. Podell
Rep. Stratton
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Rep. Lent
Rep. Rangel
Rep. Grover
Rep. Brasco
Rep..Conable
Rep. Smith
Rep. Rosenthal

NORTH CAROLINA

Sen. Jordan
Rep. Henderson
Rep. Broyhill
Rep. Jones
Rep. Mizell
Rep. Lennon
Rep. Taylor

NORTH DAKOTA
Sen. Young
Sen. Burdick
Rep. Link
Rep. Andrews

OHIO
Rep. Miller
Rep. Stanton, J. W.
Rep. Harsha
Rep. Ashley
Rep. Latta.
Rep. Seiberling
Rep. Powell

Sen. Harris
Rep. Albert
Rep. Steed
Rep. Camp

OKLAHOMA

OREGON

Sen. Hatfield
Sen. Packwood
Rep. Ullman
Rep. Wyatt

PENNSYLVANIA
Sen. Scott
Sen. Schweiker
Rep. McDade
Rep. Williams
Rep. Nix
Rep. Johnson
Rep. Coughlin
Rep. Clark
Rep. Rooney
Rep. Flood
Rep. Eshleman
Rep. Whalley
Rep. Saylor
Rep. Yatron
Rep. Goodling

RHODE ISLAND

Rep. St Germain

SOUTH CAROLINA
Sen. Hollings
Sen. Thurmond
Rep. Gettys
Rep. McMillan
Rep. Mann
Rep. Dorn



SOUTH DAKOTA

Sen. McGovern
Rep. Abourezk

TENNESSEE
Sen. Brock
Sen. Baker
Rep. Evins
Rep. Jones
Rep. Quillen
Rep. Blanton
Rep. Duncan
Rep. Fulton
Rep. Baker
Rep. Kuykenclall

TEXAS
Sen. Bentsen
Sen. Tower
Rep. Wright
Rep. Price
Rep. White
Rep. Archer
Rep. Pickle
Rep. Fisher
Rep. de la Garza
Rep. Purcell

UTAH
Sen. Bennett
Sen. Moss
Rep. McKay
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Sen. Aiken
Sen. Stafford

VERMONT

VIRGINIA
Sen. Spong
Rep. Broyhill
Rep. Daniel
Rep. Downing
Rep. Robinson
Rep. Wampler

WASHINGTON
Rep. Adams
Rep. McCIormack

WEST VIRGINIA

Sen. Randolph
Rep. Staggers
Rep. Slack
Rep. Heckler

WISCONSIN
Sen. Nelson
Sen. Proxmire
Rep. O'Konski
Rep. Obey
Rep. Thomson
Rep. Steiger
Rep. Zablocki

WYOMING
Sen. Hansen
Sen. McGee
Rep. Roncalio

Mr. KLuczyssmi. Thank you, very much.
Mr. KLucz-v.wsKr. The next witness will be Mr. Aubrey J. "Wagner,

Chairman of the Board of the Tennessee Valley Authority.
Red, it is a pleasure to have you before us again, and the floor is

yours. And you may proceed in any fashion you wish.
Do you have a prepared statements

TESTIMONY OF AUBREY J. WAGNER, CHAIRMAN OF THE BOARD,
TENNESSEE VALLEY AUTHORITY

Mr. WAGNER. Yes, Mr. Chairman. I have a prepared statement.
Mr. Kluczi-xsiii. "Without objection it will be made a part of the

record in its entirety.
(The statement referred to follows :)

STATEMENT OP AUBREY J. WAGNER, CHAIRMAN OF THE BOARD, TENNESSEE VALLEY
AUTHORITY-

I appreciate the opportunity to appear before this Subcommittee to discuss
TVA activities as they relate to the economic strength of rural and small town
America.

The Tennessee Valley region, which includes both the Tennessee River water-
shed and the areas outside it in which TVA power is distributed, encompasses
an area of about 80,000 square miles of which about half is occupied by the
watershed. The region is larger than the combined size of the States of Vermont,
New York, New Jersey, Delaware and Maryland. It contains only seven cities
having populations of more than 50,000 people. According to 1970 figures, 46 of
the 201 counties in the region have !rides with populations in excess of 10,000
people. Within the Tennessee River watershed there are only three cities with
populations of more than 50,000 people and 89 percent of the Valley's citizenslive outside of these cities.

8
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Population of the region grew by about 9 percent during the 'past decade.
The distribution of this growth within the region occurred as follows:

The 7 counties having cities with a population of more than 50,000 people in
1960 experienced a population gain of 14 percent.

The 30 counties with cities between 10,000 and 50,000 people in 1960 experi-
enced a gain in population of 34 percent.

The 84 counties with cities between 2,500 and 10,000 people in 1960 experienced
a population drop of 1 peromt.

The 80 counties having no city as large as 2,500-people in 1960 experienced
a population drop of over 18 percent.

During the decades of the 1940's and 1950's more than 1.3 million people
mieated from the Tennessee Valley region. The rate of net outmigration has

.0 slowed considerably during the 1960's with only about 120,000 more people
leaving the region than moving to it. From the standpoint of the work force,
recent figures indicate that there has actually been a reversal in the migration
pattern : there is now a net in-migration of workers to the region.

Outmigratibifiluring the 1960's was inversely correlated to population density.
Counties in which there was no city with a 1)opulation of more than 2,500 experi-
enced nearly a 10 percent net outinigrati. n rate, which declined to virtually
zero in counties with cities in the 10,000 to 50,000 population bracket. Counties
with cities over 50,000 people experienced a 1.2 percent net in-migration.

It is apparent from these statistics that the Tennessee Valley is not unlike
many other areas of the country which are experiencing population declines and
substantial outmigration rates in the more depressed rural areas. The region
differs from most others, however, in that it is experiencing both the greatest
growth and the highest rate of growth in its smaller and medium-sized towns
and their environs rather than in its largest cities. According to available
data, 63 percent of the increase in nonfarm employment in the Tennessee Valley
region between 1967 and 1969 occurred outside of metropolitan areas.Wationally,
the increase was only 21 percent. TVA believes that these types of growth patterns
are healthy and should be fostered. Encouraging growth within small and
medium-sized towns in rural areas not only strengthens them economically but
tends to relieve pressures in metropolitan areas. In human terms, it means that
workers in an industrial society can live in pleasant, uncongested surroundings
with ready access to natural amenities and recreation opportunities rather than
in the slum congestion that has too often accompanied industrial employment.
TVA has developed a number of projects and programs which have as their
central purpose the improvement of economic conditions and the quality of life in
rural areas. We believe these actions have contributed to the strong growth
rates in the smaller and medium-sized towns in the region.

One of TVA's major efforts in the strengthening of small towns is its Townlift
program. The program is designed to revitalize existing communities so that they
may be more attractive and satisfying places to live and work. It places a heavy
emphasis on TVA's role as a conduit for technical information to the communities
involved, but relies on the communities themselves to implement the needed
changes. TVA provides technical assistance both by making available the services
of its .community and regional planners, economists, architects and engineers
for preliminary planning, and by advising community leaders of other available
public and private assistance sources.

Each community has its own 'problems. In some cases the downtown area may
$ be deteriorating, in others traffic congestion may be serious and in some there

may not be sufficient industrial areas available to attract new employment
sources. Since 1964, when the Townlift program was initiated, TVA has discussed
prospective Townlift programs with sonic 90 communities in the region and to
date 15 of them have undertaken Townlift projects.

Pulaski, Tennessee (population 6,989) was one of the first cities to participate
in the Townlift program. Its initial project was to refurbish the city square.
Subsequently a program of individual storefront remodeling, interior renova-
tions and relighting has been undertaken by local merchants and the county
courthouse which occupies the center of the square has been completely land-
scaped. Local action of this kind builds enthusiasm that triggers other actions.
In 1967, the city sponsored a community-wide beautification survey which re-
sulted in a number of local beautification projects; including one which was
awarded a HUD open-space utilization demonstration grant..

Between 1967 and 1911, 16 new plants or plant expansions were announced
for Giles County, in which Pulaski is located. When completed they will represent
an investment of over $12 million and provide 930 industrial jobs. Per capita
income in Giles County increased by 65 percent between 1965 and 1969 as against
43 percent for the Tennessee Valley region and 34 percent for the Nation.
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A considerably broader Town lift program was initiated in Oliver Springs,
Tennessee (population 3,405) in 1967. This southern Appalachian community
has declined over the years as a result of reduced mining activity in the area
and periodic flooding. Working with TVA the community prepared a comprehen-
sive redevelopment plan which included a local flood control project, high-
way improvements, a park, a swimming pool, a waste water system, and a public
housing project. A. summary of the program and the various funding sources
involved is attached to may prepared statement. Major TVA. participation at
Oliver Springs, apart from the planning assistance, involved the construction of
Indian Creek Channel which was completed in 1970. The growth of this com-
munity since its Town lift prograM began has been remarkable. A new conummity
bank has been built, three new residential subdivisions have been started, and 30
of the 165 new homes proposed for construction have been completed. Most im-
portant, a "can-do" enthusiasm and a renewed local involvement is community
affairs has replaced the frustration and hopelessness that frequent floods and
economic depression had created.

TVA's Office of Tributary Area Development is also involved in programs to
help stimulate the economy of rural areas in the Valley. Under this program TVA
cooperates with state agencies and citizens' development associations organized
On the basis of sub-regions within the Valley. Initially the local citizens are en-
couraged to make a resource inventory covering the entire area to determine
both what assets they have to work with and what their major problems are.
Then plans are formulated to identify ways in which local resources might be
more effectively utilized. In some cases these plans have identified. water re-
source projects as being keys to the development of a region; in other cases dif-
ferent types of investment, public or private, have been identified as of first .im-
portance or as essential companion elements.

In the Elk River area, for example, TVA. constructed the 10,700-acre Tints
Ford Reservoir which was impounded in the late 1970. During the early planning
for this project the Tennessee Elk River Development Agency (chartered under
State law) and TVA worked closely together to identify opportunities which
might maximize the economic contributions of the reservoir to the area. Although
the reservoir has been in existence for only a little over a year, a privately
financed $3 million resort and recreation complex is now nearing completion.
On the shores of the lake, residential development is underway and plans for
privately developed marinas, campgrounds and other\ recreation facilities are
actively being pursued,

In the five Yedrirfollowing the start of construction on Titus Ford Dam, in-
dustrialfirms announced plans for eleven new or expanded facilities in the
reservoir area. These facilities will involve an investment of more than $4.2
million and provide employment for nearly 500 people. A number of nearby com-
munities have undertaken improvements in their business areas and several of
them are working together on studies for area-wide water and sewer service.

Another type of Tributary Area DeVelopment project is underway in Lee.
Wise, and Scott Counties in southwest Virginia. This is an area of small farms
and relatively high unemployment and underemployment. It is typified by steep
terrain and virtually no flood-free level land on which substantial industrial
development could occur. Following much the same pattern as in Oliver Springs,
TVA assisted the local multi-county agency in marshaling the necessary financial
and technical assistance to develop an industrial park at :Duffield. TVA. con-
structed a channel to provide flood protection at the industrial park site and
development of the site is being undertaken with other federal, state, local and
private funds. Perhaps the most significant element of the Duffield project is the
successful cooperation among three counties and a city to develop a mutually
beneficial project which could not have been undertaken by any of them in-
dividually. This is a feature of the Tributary Area Development program on
which we place considerable emphasis.

In addition to projects such as those I have described, the Tributary Area
Development program includes a wide range of activities designed to improve
the quality of life in rural areas. These include technical assistance in the devel-
opment of solid waste collection and disposal systems and junk-car removal
programs, and assistance to local education leaders and government officials in
improving the quality of their services and the efficiency of their operations.

The projects and' programs I have just described have been developed dur-
ing the past decade or so. In addition, we are studying new ways in which we
can help to both strengthen the economy and improve the quality of life in the
Tennessee Valley region. Two such programs involve what might broadly be
called new communities.'

85
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One, Timberlake, is being Planned for development along the left bank of
Tellico Reservoir, on which construction began in 1967. Tellico Reservoir pre-
sents an unusual opportunity for major industrial and recreational development
which is expected to create some 25,000 jobs. Recognizing the possible dangers
of instant urban sprawl which might result. TVA has worked closely with
local units of government in planning for residential development and for urban
and governmental services. This planning showed the need for a socially
balanced new community of 50,000 people, planned to the highest developmental
standards, offering a wide range of amenities, and closely linked to the sur-
rounding rural area. TVA and the local units of government envision Timber-
lake serving as an urban center with strong educational and government service
links to the surrounding area. A map showing the results of this planning effort
is attached to my prepared statement. The three project area counties have
begun to explore means of cooperatively improving their education services and
two of them have formed a joint urban services system which is in the process
of establishing a water system and which later will provide sewer and solid
waste services to the area along with possible industrial environmental pro-

*. tection services.
The other new community type development is quite different, encompassing

an area of some 1,000 square miles which includes over a dozen conununities.
A few years ago several interested-groups in this Lower Elk River area became
concerned with the Population and economic decline of the rural parts of the
area as Nvell as with the loss of job opportunities for ninny people who wanted
to continue to live there. The group also recognized the environmental problems
associated with developmental programs relating to such areas. After discus-
sions with TWA, the group (anie up with a proposal for the redevelopment of
the area that would provide a new alternative mode of rural living to workers
in the towns and in the hikhlrowth centers that border the area. Development
would be designed to presenT the openness and the rural atmosphere yet pro-
vide a high level of services and amenities. As an example of the directions in
which these local rural-oriented groups are moving, your Committee may be
interested in this particular group's stated goals for its area :

1. Provide a range of choices in living conditions in the area by :
a. Upgrading existing urban centers Pulaski (Pop. 6,980), Fayetteville

(Pop. 7,030), Athens (Pop. 14,360)
c. Developing new rural neighborhood communities (size about 2,500

people)
2. Maintain the natural beauty and openness of the area
3. Improve job opportunites in existing towns and provide for ready access

to jobs outside the area
4. Provide housing. for a full range of social, economic, and racial groups.
TVA is working closely with the residents of this area in the development of

what we hope will be a model for many similar areas throughout the country.
In conclusion I have several observations. The statistics I discussed at the

beginning of my remarks indicate that the TVA region is experiencing rural
and small-town growth patterns quite different from the national norm. We have
great optimism about the ability of the region to sustain this type of growth,
and about the new.. opportunities it offers for an improved life-style in an industrial
society. We see a need to continue and expand our efforts to encourur

The types of activities we engage in involve close working relationships with
State agencies lurid with citizens groups and planning and development units at
the grass-roots level. In some cases a substantial federal investment is involved,

4. but in many others the price tag is quite low. Often a stagnant or deterioriating
area. can change dramatically through modest federal efforts which provide the
temporarily needed skilled personnel. and the necessary initial guidance to trans-
late the desire for a better community into a reality. Onee the initial impetus has
been 'provided, we have found that local leaders have a remarkable ability to
sustain and expand such efforts.
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We have been asked to give our views on the parts of the report of the Com-
mission on Population Growth and the American Future that deal with the
future of depressed rural areas.

As I mentioned earlier, the growth patterns in the Tennessee Valley region
differ from th,e national norm in that rural counties with cities in the 10,000
50,000 population bracket are experiencing very good growth rates. In our view,
the growth center concept described in the report should be expanded to include
the smaller cities such as those that are doing so well in our region. The report
also states that it might be prudent to plan for the decline of certain decaying
rural areas. In some cases this might be the best course, but we believe careful
consideration should first be given to the use of the types of projects and pro-
grams I have described. We believe that such investments provide a very sub-
stantial return. They help improve the quality of life now available in rural
areas. They provide needed alternatives to the congestion problems inherent
in a metropolitan life style. And, perhaps of greatest importance, they help
reduce existing pressures on troubled metropolitan areas.

I appreciate this opportunity to present TVA's views.

TOWNLIFT PUBLIC PROGRAM FUNDING, OLIVER SPRINGS, TENN.

Project Cost Source of funds Status

Indian Creek Channel $1, 770, 000 TVA Complete June 1970.
Public housing 1, 600, 000 HUD

_Burney Ave. (27 units) Occupied June 1970.
Tri-County Blvd. (48 units) Construction start February 1972.

Wastewater system 2, 288, 000

Plant Complete June 1970.
Collection system Under construction.

1,319,000 HUD
208,000 FWPCA
126,000 ARC
85, 000 WPCTN

550,000 Oliver Springs

Arrowhead Park 150, 000 Application funded April 1972.

75,000 HUD
75, 000 Oliver Springs

Municipal swimming pool 75, 000 Application funded April 1972.

37,500 HUD
37,500 Oliver Springs

Wartburg Bridge 150,000 State highway Opened December 1969.
department.

Kingston Ave. Bridge 150,000 TVA Opened July 1970.
State highway 61, bypass 3,500,000 State highway Construction start 1973.

department.

9 1
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Mr. KLUCZYNSKI. And you understand the situation this morning.
I am sorry that we do not have a good attendance here this morning.
We are all interested in that great agency, the Tennessee Valley
Authority. And we are very, very happy to have yOu- before the
committee.

We have many questions that we would like to ask you, but we
cannot do it this morning. So we will appreciate it if you will answer
our questions for the record.

Mr. WAGNER. You will give us questions and ask that we submit the
answers in writing?

Mr. KLUCZYNSKI. Yes.
Is there anything you want to say to the subcommittee?
Mr. WAGNER. I want to say that we do appreciate the opportunity

to appear before you. And this is certainly a very important series
of hearings that you are embarked on. We know of your interest in
the area. Anti we recall the visits that you have made to the Tennessee
Valley and your interest in the rural development activities that are
taking place there.

I think the only thing that I might say is that in the Tennessee
Valley, somewhat different than the rest of the Nation, our greatest
population growth is taking place in the smaller towns and the rural
communities, largely based on the fact that there are a great many
citizen organizations there which are looking at the resources that
they have to work with, and they are attracting industry to their
areas, and as a result, jobs and economic growth that are suited to
their particular circumstances. And the details of this and some exam-
ples are given in my prepared statement.

Mr. krxczy.NsKi. Thank. you.
I have been there several times. And I always got that southern

hospitality. And I have always been happy and proud of the Ten-
nessee Valley Authority.

Gentlemen, you understand the situation this morning. I am very
sorry, but we just cannot go on. I don't want to call the witness back
tomorrow. So, we will let him go back and take care of the TVA.

Mr. WAGNER. Thank you.
Mr. IsauczyNsKt. As I said before, we will send you the questions,

hoping to have the answers for the record.
Mr. WAGNER. Thank you.
(The questions and answers follow :)

SELECT COMMITTEE ON SMALL BUSINESS,
HOUSE OF REPRESENTATIVES OF THE UNITED STATES,

Washington, D.C., May 30, 1972.
Hon. AUBREY J. WAGNER,
Chairman, Tennessee Valley Authority,
Knoxville, Tenn.

DEAR Mn. CHAIRMAN: This is in reference to the recent hearings by our Sub-
committee on the future of small town and rural America. As you know, I indi-
cated that we would appreciate your answering some questions for the record. I
ant sorry tkat-we were not abie to CORiplete the hearings as scheduled.

The Subcommittee understands that duringthe current fiscal year, the Tennes-
see Valley Authority has expanded its Agricultural Projects "program planning
and analysis" to include "indepth studies of rural-urban migration and the de-
velopment of plans to improve rural resources development".

1. How are these studies being conducted?
2. How many personnel are being utilized for this purpose?
3. 'What is the status of these studies?
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4. When will they be made public and published?
Your early attention to the above will be most appreciated.
With warmest personal regards and best wishes, I am

Sincerely yours,-
JoHIN.; C. KLUCZYNSKI,

Chairman, Subcommittee on Small Business Problems -in Smaller Towns
and Urban Areas.

TENNESSEE VALLEY AUTHORITY,
Knoxville, Tenn., June 13, 1972.

Hon. Joan C. KLuczyxsaa,
Chairman, Subcommittee on S'niall Business Problems in Smaller Towns and

Urban Areas, House of Representatives, Washington, D.C.
DEAR MR. KLUCZYNSKI This is in response to your letter of May 30 requesting

information about studies of rural-urban migration conducted in connection with
s

our Agricultural Projects "program planning and analysis." This activity is con-
ducted primarily to improve data for planning TVA's regimuil agricultural re-
source development programs. For these and other development programs, we
have for many years studied various aspects of rural-urban migration. We recog-
nize that the =Serials TVA uses for internal planning are often useful to others,
and in some instances the results are published or prepared in written form suit-
able for distribution to agencies and individuals Outside TVA.

Our labor mobility studies are based on the 1-percent sample of the "Old Age
and Survivors Disability Insurance" (OASDI) data file -from the Social Security
Administration's Continuous Work History Sample. The file consists of data for
states and counties for the years 1957 through 1968 on an annual basis and in-
cludes both the employee-employer file and the self-employed file. TVA has merged
these two data files for the entire United States.In this respect our data file is
unique. As a result, the movement of workers and self-employed persons and their
classification by industry of employment, geographic location of employment, age,
sex, race, and income can be traced. We have recently received data for the first
quarter of 1970. This information, along with data for the first quarter of other
years, is being used mu a study that examines the growth of the labor force by age,
sex, race, income, industry of employment, and location of employment for the
Tennesee Valley region and the Southeast for-the periods 1960-1965 and 1965 -
1970. Results from the study will be presented later this month at a symposium
entitled "The Labor Force: Migration, Earnings, and Growth," which is being co-
sponsored by TVA and the Social Security Administration (SSA). We plan to
publish the proceedings of this symposium.

In 1972, 2.8 man-years of time were budgeted to the entire activity"pro-
grain planning and analysis." Within this program category, one-half man-year
of professional and one-half man-year of clerical time were devoted to social
security data studies in the Division of Agricultural Development. In addition,
other TVA staffs provided. limited assistance in the form of supplemental data,
review, and analysis.

Several sutdies have resulted from this activity. The completed studies include
four that have been published and three papers that were presented by their
authors at meetings of regional scientists and similar professional organizations.
One of these will be published in the 1972 proceedings of the Southern Regional
Science Association. Mention has already been made of the study, nearing
completion, that will be presented at the TVA-SSA-sponsored symposium. Other
studies related to rural-urban migration are planned.

A list of the migration studies we have undertaken is enclosed. Copies of
completed studies are made available to interested organizations or individuals
upon request. To date, several hundred copies of the published reports and
papers have been distributed. In addition, our computer processing and program-
ing of the data have enabled us to provide computer programs and data on
magnetic tapes to meet the research needs of such organizations as regional
planning conunissions, university research bureaus, and others.

Sincerely yours,
AUBREY J. WAGNER,

Chairman.



90

LABOR MOBILITY STUDIES BT TVA
Published Studies

Movement of Labor Between Farm and Nonfarm Sectors and Multiple-Job-
holding by Farm Operators in the Tennessee Valley, Bulletin T67-4AE

Mobility of the Tennessee Valley Labor Force, 1957-1963, Bulletin Y-23
Contribution of Farm Labor to the Nonfarm Labor Force in the Tennessee

Valley, 1960-1965, Bulletin Y-24
Metropolitan Labor Force Migration in the Southeast, 1960-1965, Bulletin

Other Studies Contpteted
Movement of Labor Between Farm and Nonfarm Sectors of the Tennessee

Valley
The Mobility of the Tennessee Valley Employed Labor Force
Some Policy Implications of Labor Mobility in the South With. Special Re-

ference to the Tennessee Valley Region
Study in Progress

Reflections on .the Future Growth of the Southeast

Mr. KLuczrNsKi. The hearing is adjourned until tomorrow morn-
ing at 10 o'clock.

(Whereupon, at 10:15 a.m., the hearing was recessed, to reconvene
at 10 a.m., Thursday, May 4, 1972.)

Completed or scheduled to be completed in fiscal year 1972.
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THE FUTURE OF SMALLTOWN AND RURAL AMERICA:
THE IMPACT ON SMALL BUSINESS

THURSDAY, MAY 4, 1972

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON SMALL BUSINESS PROBLEMS

IN SMALLER TOWNS AND URBAN AREAS OF THE
SELECT COMMITTEE ON SMALL BUSINESS

TV asking ton,D.C.
The subcommittee met, pursuant to recess, at 10 a.m., in room 2357,

Rayburn House Office Building, Hon. John C. Kluczynski (chairman
of the subcommittee) presiding.

Present : Representative Kluczynsld.
Also present : Representatives Bergland and Lujan of the full com-

mittee; Donald B. Roe, subcommittee counsel ; John M. Finn, minority
counsel; and Myrtle Ruth Foutch. clerk.

Mr. KLuczyNsKi. The hearing will come to order.
Today we continue with our hearings on the future of smalltown

and rural America.
Witnesses this morning will include the Honorable Robert Podesta,

Assistant Secretary for Economic Development, Department of Com-
merce; the Honorable Samuel Jackson, Assistant Secretary of HUD;
and Mr. Alvin Jones Arnett, Executive Director, Appalachian Re-
gional Commission.

Before calling our first witness I would like to announce that we
were unable to complete our schedule of witnesses yesterday. This was
due to circumstances beyond our control. However, the hearings may
be resumed within the next few weeks in order to complete the testi-
mony.

And as you know, we were supposed to have the Secretary of Agri-
culture yesterday morning, and we had to postpone that until a future
date. The committee will be very happy to hear the testimony of the
Secretary.

And now our first witness, the Honorable Robert Podesta, Assistant
Secretary of EDA.

Bob, you have the floor now. It is up to you, and you may do it
in your own fashion. You have been a very good friend of mine for
many years. You are doing a wonderful job, and I hope you will
continue. It is nice to have you here before this committee.

TESTIMONY OF ROBERT A. PODESTA, ASSISTANT SECRETARY FOR
ECONOMIC DEVELOPMENT, DEPARTMENT OF COMMERCE, ACCOM-
PANIED BY JERRY CONROY, GENERAL COUNSEL

Mr. PODESTA. Thank you, Mr. Chairman. Maybe I had better quit
while I am ahead.

(91)
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Mr. KLUGZYNSKI. Mr. Berg land. 0

Mr. BERGLAND. Mr. Chairman,- before Mr. Podesta begins, I would
like to compliment him and his agency on its activities in about 20
counties in the district I represent. They have done a marvelous job
in helping people who without their help would probably have been
driven out of the rural areas into the cities which are already: over-
crowded.

Thank you for our able administration.
Mr. PODESTA. Thank you.
Mr. KLuczyNsiii. Mr. Luj an ?
Mr. LusAN. Mr. Podesta knows that in our district we have a lot

of contact-with-EDA.--Andit-isone-of_the a ffencies that we...reallyfeel._
that we can go to for help. We want to thank you for all you have done
in our area.

Not only in the small towns, but in the Indian reservations, EDA
has been very helpful to us.

Mr. PODESTA. Thank you, Mr. Luj an.
Mr. Chairman, I must start by saying that it is very gratifying to

hear the people with whom we work say that we are responsive and
at times helpful. And I appreciate the chance to be before the sub-
committee and to present the views of the Department of Commerce
and of the Economic Development Administration on our economic
development efforts relating,to rural America and smalltown Amer-
ica, and the impact of those efforts on small business.

The primary ingredients of the EDA program to fight problems of
unemployment and low income are public works grants and loans,
business. loans, technical assistance and planning and, pursuant to
the 1971 amendment to our act, a public works impact program.

Although EDA does not have a specific mandate to concentrate on
rural and smalltown America, many of the areas designated pursu-
ant to our act are in that area. We have aided these areas and we
lave made-a beneficial impact on them and their small businesses Our
figures show that through fiscal year 1971, 85.4 percent of our public
works moneys were marked for expenditure for such areas. This has
amounted to $893,140,000 since EDA's inception in 1965. Since 1965,
$253,025,000 in business development funds has been advanced in such
areas which amounted to 89.3 percent of total funds available in this
category. 98.2 'percent of our planning grants, $25,108,000, since 1965,
has gone to non-SMSA's, 'those parts of the country with which this
committee is concerned. And 47.8 percent or $30,871,000 of EDA's
technical assistance moneys has been spent in these areas in the same
period of time.

Let me break down the figures in a different way. Since the begin-
ning of 11`., DA_ in 1965, through June 30, 1971, we have provided to
areas with.populations of 50,000 or less, which can be categorized as
smalltown America, 2,385 public works and business loan projects.
Total EDA investment in these projects has been $1.1 billion or about
90 percelit of all our public works and business loan funding. It is
estimated that this has triggered about $2.2 billion of private invest-
ment. Public facility loans and grants have provided the basic in-
frastructure which must be present in rural and small town America
to attract private capital investment in industrial and commercial
enterprises. EDA funds have made it possible for many of these small
towns to develop industrial parks; to construct needed access roads for

9
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the movement of goods and personnel; to construct regional technical
skill centers for training of the labor force; and, otherwise to make
the communities more attractive to industry. The returns on the basic
investments in needed public facilities are very satisfactory. Our
evaluations show that for every $'29 of EDA public works funds,
one new job is created in new and/or expanding businesses.

One of the principal strategies used by EDA in assisting rural
areas in the "growth center" approach. This approach calls for the
selection of a growth center, a small town, or city not over 250,000 in
population, located within an economic development district or rede-
velopment area and ansintegral. part of the overall ccono-,s. develop-
ment plan for that area. or_district... lirinjacting.strong assistance. at
the growth center, we hope. to push it into an economic upswing which
will diffuse itself throughout the area or district and, provide an
alternative to migration that might otherwise go to urban areas. EDA
has invested more than $201.8 million in growth centers.

makes many loans to small businesses -which are ineligible
for SBA loans. We also feel that loans we make to larger companies
locating; in rural or smalltown America create a climate in which many
small, businesses, either local subcontractors or the community's gen-
eral businesses, benefit. We have examples where such loans have
created substantial direct nonseasonal employment; increased the
property tax base; and allowed the conummity to upgrade its social
services.

Now, I would like to tell you how we help smalltown and rural
America in identifying its problems.

The technical assistance program has responded to a variety of re-
quests from units of local government and nonprofit local develop-
ment corporations to examine the feasibility of exploiting natural
resources such as mineral, timber; and agricultural production and has
undertaken preliminary examination of rural. industrial location de-
velopment. Some of these latter have involved the rens_of surplus
military establishments and the assessment of the economic potential
of interstate highway interchange locations and airport related indus-
trial growth.

Of particular importance has been examination of industrial po-
tentials of sites on existing navigable waterways and of newly con-
structed aids to navigation.

The technical assistance program has also assisted in the establish-
ment of resomce centers at many universities located in or near con-
centrations of low level or declining rural. business activities.

The adverse social dynamics of rural areas require continual study
of the problem in any given place, isolation of its elements and plan-
ilia!, for and providing, meaningful solutions.

First, we recognize the siiificance of regional migration flows and
support. a number of research projects to ithUtify and explain these
migratory flows. This research has helped to pinpoint the nature of
the flows of people among the various places of our Nation and the
demographic. composition. of these migratory (lows. That is. we at-
tempt to identify which people are more likely to move and to which
places they are likely to go.

ET)A. also studies the relationships between cities as well as among
these cities and the rural areas of America. It has been possible to
classify cities according to their surrounding uthan places and rural

G17-72V01. 1-7
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hinterlands by the economic. functions they perform. re-
lated to the role of growth centers as pregenitors of region4 cm-1,9111)c
development and helps clarify the role of growth centers in regional.
development -programs.

Second, EPA -has undertaken an industrial location planning
system intended to develop information about thin industrial, reso wee
requirements of growth manufacturing industries and compare these
requirements with the resources availabilities EDA's redevelop-
ment areas and groWth centers. Areas which, experienced the specific
matching of these resource demands with resource supplies, could
then go directly to manufacturing industries which might be attracted

-to them were they aware of their e.x:istence.
It is 'amazingto digress for a. miunte from nay prepared state-

menthow many i)laces in rural America are so small that they simply
do not have the expertise or the tools available, to find out who they
-would go to to attract people. They don't even know the first step. And
we try to help them do that.

So that industries in search of new industrial sites would be in.:
formed about the attractiveness of these redevelopment areas and
growth centers.

One example. Most people think that businesses are turned on by
railroads. Some of them are. But since the highway systemwhich I
understand the Chairman has some interest inhave been in place,
railroads have lost their importance as a number one reason why some-
one would no someplace. And we established that by going out and
actually talking about something, asking what ftL:tors are important.,
water, people and so on.

Third, we have funded research on some broader policy questions
including analyses of the regional effects of the family assistance plan
as well as the regional impact of introducing either general or special'
revenue-shr.... in a programs. For example, EDA is studying how migra-
tion andla-Tor force participation rates, partim-larty-munng .conda,ry
workers, are likely to be affected by some national family income
minimum. EPA-supported research is also looking into the net effect
of introducing revenue sharing in place of expanded categorical
grants-in-aid programs with various revenue raising tax programs
being used. to fund the revenue-sharine. program.

I believe I can say unqualifiedly, Mr. Chairman, that EPA has
under constant scrutiny many of the problems of rural and small town.
America. We, are trying within our legislated responsibilities, to
respond to those _problems. We know we have a good deal to learn
even vet, about the potential inherent in the tools we now have. But
we. mean to continue our efforts, .continually evaluate results, and,
wherever possible. make the changes necessary to do what we like to
do best: to help people who help themselves especially in rural and
sm al 1 t o wn _America.

Thank you.
Mr. Knerczy-ssicr. Thank you, Mr. Podesta.
Do you see the growth center approach as a means to stem the tide

of migration?
Mr: Poor.sm. Yes, we do. I will give you. my personal assessment

of that, Mr. Chairman.
The growth center idea really didn't grow up in this country, it

grew up abroad. They are called growth polls in Europe. In my job
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I found nlysell a nieniber of the Committee of the OECDO Regional
Economic Development. And 1. have discovered that this idea is a basic
idea.

Now, if you read the paper this morning far enough you would see
that in Brittany at the moment there is a strike. They had ff regional
growth center theory, and they tire having trouble with it.

So, let me preface my answer by saying, there are great differences
of opinion about what the size of a..growtr center should be. Our legis-
kition- says it can't be over 250,000 people. But some of our resource
grants come back and say, a growth center can't be under .250,000
people.

Now, my aSSistant,Mr-Blountotho is a p ro op, Li v i ngstan, sa
it grew from 1,500 to 24,000, and in his book that is a growth center.

So, we think it does work. We think it doesn't work in the classic
way that some people think it, should. In other words, you have a dis-
tricthere is a distressed area, there is a growth center there, put your
money there, and these, people instead of going to the ghetto in Chi
cago and New York will stop off there. And they tend to measure the-
growth center by how many guys really got jobs. And it is too early
to prove that that really happens. We really wonder whether that is
the way you should measure it or not.

So, our answer is yes, the expert has some promising results, but
the returns are not in on growth studies.

KLUZYNSICT. What studies do you have underway now in
regard to rural development?

Mr. Pon sm. We have a whole catalo! of them which I would like
to supply for the record, and specifically ghat we are doing.

A. Ir. Iil-uzyxsxf. I would appreciate it if you would supply that
for the record because I would like to have it. I nm sure that the
members o1 this committee are very much interested in that.

It is a pleasure for me to have you before this committee. And I
want to complimentyou for -the sp1efidid4ob_youllavn done -Any
time I want any information I call there, and within live minutes
I have the answer.

Mr. PormsTA. Mr. Chairman. .% was derelict in not introducing my
chief counsel, Jerry Conroy. He is a graduate of Notre Dame and
Georgetown University. And we middlewesterners doitt mind him
coming clown to Georgetown.

Mr. Kirczvxsra. What is the name ?
Hr. PODESTA, Conroy.
Mr. Ictx-czvxsiu. I thought they \vete all Poles and Lithuanians

there at :Notre Dame, and that is why they had such a good foothall
team.

linouxo. Notre Dame at one time had a Norwecrian football
coach Mr. Chairman.

Mr. Kprczvxskt. I heard about that.
1 am happy Mr. Berg:1'11d and Air. Lujan are hero today. I *hap-

Ilene& to be in Mr. Lajan's hart of the country last summer and he-
is doing a marvelous job out there. So, you must be all right to he
praisedloy both a, Democrat and n Republican.

Any questions or. comments. Mr. Berri and
Mr. BEnor,xxo, Yes, I have a couple of questions, Mr. Chairman.
Mr. Secretary, the public works impact program is relatively new.

What is your authorization in terms of money ?

100
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Mr. PonEsTA. Jerry, what is the authorization ? I know the dollars
you have.

Mr. BERGLAND. How much money do you have. let's put it that
way.

Mr. (oxnoy. We are authorized to spend up to $50 million.
Mr. PonEsTA. This year, fiscal '72.
Mr. BERGLAND. Has that money been appropriated ?
Mr. 0):NIZOY. Our authorizations and our appropriations are so

-intermingled in this public works impact program that it is hard, to
give yOil all ordinary straightforward answer. We are authorized to
spend between 25 and 35 percept of our appropriation. Our appropri,
at-ion is-about-$106..niillion.. So, Aracanspenelup

Mr. PonEsTA. What happened is, the appropriation in Title 1 is
$106 million. The language said, you Inlist, spend no. less than 25 or
more than 35. And then there was a supplemental. The net result is
that we have $50 million to spend in fiscal. '72. In our fiscal '73 budget
we have 'asked for, assuming it is a level budget, the 25 percent, which
is what the. Congress told us to do. So, we have spent, I think, obligated
just a hit under $50 million, which is all we have for this fiscal year.
And beginning:July 1 we will have $27 million to spend on these kinds
of projects.

Mr. BEact,Axn. Do you have any idea how many projects have been
submitted for approval under this Title beyond what you have been
able 70 .!$Ithorize?

, OooEsTA. lie have authorized 204 in 49 States, I know that
number. .But I would say I can find out the exact number, .but it is
also a difficult answer to give you exactly, because it is misleading.
We intendedhe public works project is what we called it. It is a
different. word than accelerated public works, because that is an in-
flammatory word which people are against even before they know what
is means. But we called it public works impact projects, PW11). That
ineauft-our area, Podest4f,--wantsifistant-proce.ssing war ted_to call
it WHIP, which would be the White House impact Project, but they
won't. let me get by with that.

What we set out to do was to see whether you really could put
people to work with accelerated public works. When I testi fi A. against
accelerated public works I was very unhappy with the backup of the
opinions expressed. And with the full approval of the White House

--we set out to see what would happen if we really tried to short circuit
everything. You can't short circuit the environmental impact States.
We got by with that. We had so many coming in that we picked one
where it wasn't a factor. That may not be fair, but we-were 'trying
to put people to work in immediate useful work, which turned out to
he construction. The he thing about the. legislation is that it did not
require an overall. economic development plan, which is usually the
thing that people don't understand.

The area becomes eligible, it. is designated, and then they say, where
is the project.? YOU come up with an economic development man and
here is the money to put it. together but it takes a long, time, and people
get frustrated. So, in this ease you don't have to. So, if the projects
are on the. shellwe wrote some very rigid guidelines, in other words,
when did you get going on this thing, When did you start, when did
you break ground. And in order to do thatI am backing into an
answer to your questionwe said, crane on, bring them in. -,So ordi
wilily we wouldn't have encouraged that many. But we hurl to sort.

10.
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them out as they came in and as they fitted the specification. So, I
think at one time we had almost $85-million worth when we said,
don't take any more applications. And so that is about it.

The actual number of applications we have is a figure we can sup-
ply. But in\dollarsincidentally, these turned out to be. rather small
projects. We couldn't spendeverybody wants. to build a dome sta-
diuln. And what,I said, Mr. Chairman, to one guy, I said, "I have got
16 tickets to the Chicago Bears, and if we are going to build a dome
stadium. you know where I am going to bni]cl

But we couldn't respond to a dome staditun with that amount of
money. That would take over $50 million. But I think the average
project-turned oat .to-be under $300,000.- We put ft blItit S6D0,00-0
because we didn't have very 'much money and we wanted to spread
it out.

.N fr. 13 I.:MLA:cll. Did you get the instant results you were after ?
Po.DEsT.. We are measuring that now. Our target was to break

ground by February 15 with the first $27 million that we had. We
actually broke ground on the first project on January 6. But some
projectsand one in the District which we are very anxious to do
over at .Anacostia, and which the Mayor is very anxious to do, has
been on the planning shelf for 6 years, and he has never been able
to get the money. It is in an area of very high unemployment where
all the public housing is. It is a recreation center. And he warts to
break ground and I want to break ground. But it includes a p.yrima-
shun. and it is too siuttill. The kids say, why can't we- have it reular
g.y.zunasium ? T was a basketball player one time when you didn't have
to be G feet 9 to play and I (11.1 understand Why they want a b.ig one,.
Who wants to play on a small floor ',,die.n, you can build a bigp.er one?

We are -investigating the job, and we expect to be able to report
to the Office of 'Management and Budget and to the Congress exactly
what happened. But it is too early in the ball game to say now.

Itman..N...N-u.-On.e last-question: icl-thrttlurs----ro your
regular .EDA. grants for public facilities.

Is it necessary that a community be within one of the economic
development regions before -you can approve, such a request ? Not all
States have these economic development districts.

Mr. PODETA. Economic development regions.
The District thing says. you can put counties together, but at least

two of them must be eligible areas. And then you can put a, growth
center outside of 'there, and we can put our money in the growth cen-
ter or in the growth spots. And if it should be someplace else, NV,' can't
do it. We have suggested to the legislative people that maybe we ought
be able to put a .project 5 miles down the road. where there may
be a railroad or something else that will. have the same thing. The
result of this restriction is that we. have got some very funny-looking
growth centers. because obviously you have got to put a project over
there, and we extend the boundaries if we. arc .convinced that it is a
good project. but that is a bad way to run a railroad.

So, the 2.11SW Or is that. with everything but our title. III money,
which is the technical assistance money, you actually have to be eli-
gible. With the title ITT money there is a clause which says,' "Whereas
the Secretary decides." That is how we get into the cities.

Secretary Jackson will tell his problems as compared to ours. We
work very closely toegther, as T am. sure. he will tell yon, in something
they would love to do and we are able to respond to.
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Mr.-BERG:LAND. I would like the record to show that as a conse-
quence-of the programs of the Economic Development Administration
no less than 5,000 new jobs have been created in my district within
the last 10 years. Without these services there would have been 5,000
more families crowded into the cities against their will. I commend
the Secretary and the agency. And I only wish they had 10 times
more money.

Thank you, Mr. Chairman.
Mr. KLEtZYNSKI. Thank you.
Mr. Lujan?
Mr. LIT,TAN. Thank von. Mr. Chairman.
I am sorry that rdon't have figures to give as to how many jobS have

been created. but I can tell you that there have been plenty.
One of the areas that I thought was excellent for aiding small busi-

nesses was mineral resources. You mention that at page 3 of your
statement.

Can yOn give me some. examples of what you might have found or
what we can do? We have a lbt, of public land that I think could be
used to the advantage. of small business.

Mr. PODESTA. Alt". 1.41.1jall, I wish I was more of an expert on that.
And I also wish. I had with me my public works chief, George Karras,
who would know about, that, who was here when I got there, and I am
glad he staycd.

Of coarse. it is a romantic business, the mineral business. Some peo-
ple coming in are going to discover uranium and titanium. We have
to sort it out to find the immediate impact. What I would like to do to
answer your question exactly is to come up with some examples as
to what we have done and what we have been frustrated in trying to
do.

Mr. f-,TAI.c. -Would. you have George do that?
_Mr. P_on-EsT.A.__KSJIM.

Mr. Lc.TAx. Getting back on. the question of economic <1,i-rolVtli. cen-
ters. the 250.000 population figure seems to cause us some problems
around the country. Specifically let me ask you. if it would he possible,
in a county with disadvantaged areas and a city, which may not qualify
as a disn dvantasTO areais that a proper term ?

Mr. Ponssm. Tt is as good as any other.
Mr. Lcii-Ax (continuin.a). Is it possible, then, to create an economic

district. sat, of surrounding three counties plus the part of this par-
ticular comity ifiThimstion outside, of the city limits designating only
the city as the growth center and the outlying areas as underdeveloped?

Mr. PODVzTA. Let. me give von some background comments, and then
I will ask Jerry Conroy to talk about what is possible.

Tinder the legislation as amended a year ago there is a special im-
pact program. so that we can go in and carve out places within a city.

For example, the Stockyards has lone been an area that. originally
was under something called a sudden and abrupt rise in unemploy-
ment. when the packing industry ;hist picked up and went someplace.
The Brooklyn Navy-Yard is another classic one when the Navy closed
it up 'But nor.- in the lower Fn' Side of '.7-ew York, and what we Call
the Mid-wesf impact area in Chicago, which is the place where the
biiran2-s, took place after the 1m-fortunate event of Dr. King's death,
we have carved out a place within a city. And one of the thingsthe
first district that we have ever had "-ith a big city that has just been
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desimated is Seattle, Seattle itself is a major disaster area employ-
mentwise. But there are counties around there, and it is the only dis-
trict that we have got with a big city in it. That has only been desig-
nated for a year, and we were watching it with interest.

Jerry, would you say that is possible?
Mr. CONROY. ."es. that is possible. But you have to recall that the

economic development districtswe only work in two areas. One is the
redevelopment area inside the district. And the second is the growth
center, which is the economic development center, in the language of
our act, outside. the redevelopment area.

So, we would be, of course, empowered to work inside any redevel-
opment-area in any eity.inthere-regardless of its size; or -regardless of
its relative im.poverislunent if the statistics for the whole redevelop-
ment areas show that we ought to he there.

The incentive, you see, is to designate growth centers outside of the
impoverished county, so that we are empowered to work both in the
impoverished country and in a, neighboring relatively healthy area.

Mr. ta-,TA.x..The only thing that causes the problem with this growth
center is that if you were to put the whole county into the economic
development district, the entire county would exceed the 250,000 limit.
The city is juist a hair below 250.000. We are looking for a plan,
frankly, to get the entire county into the economic development dis-
trict. Maybe we ought to pursue. it a little further. The specifie example

..that I am referring to, of course, is Albuquerque, which is just below
250,000. But Bernalillo County is somewhere around a third of a mil-
lion. So, we have three counties around it, with perhaps 230,000 to
250,000 in each one of the counties. And Ave are now trying to make
an EDA district.

Mr. PookSTA. One of our prob.-terns that is constantly on the table
is that everyone wants their place designated as eligible for our aid.
One congressional friend of ours is constantly keeping up with new-
formulas It is' very clear that-the result of each of them is to make the
whole State I will suggest that the more places that become
elicriblee and the more we fight for our fair share. of the allocation. thez,-
less effect we can have. And especially in the growth center, that is a
very difficulteveryone wants to be known as a growth center. If I
ran A. city I would want my city to be known as a growth center.

And the designation of growth centers to keep them within a limit
that we ran really do anything with is a very important thing. We
don't think we are very good at it, although our evaluation shows that
even without. the seient: tic analysis we did pretty good at picking them.
Some of our growth centers, however, did not grow in the last. census,
between- IMO and 1970. And maybe a growth center is only a place
that doesn't go down as fast. as someplace else.

Where you think they are supposed to increase in population, some
of our growth centers went down, not very many of them, but some
did.

Mr. Tars.vN. It would seem that we would want just the opposite. I
would think that from this central city we would want. to expand the
economic opportunities out into these counties that don't have those
opportunities, rather than have those people. come into the growth
center.

Maybe we are approaching it on the wrongbasis.
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Mr. PooEsm. You, also have to find out What would work, what
makes business, what turns business-on, would they in fact go into
areas that have so little natural resources that you can pour money in
there and still nothing will happen. This is a worrisome thing for us,
because thoSe people are still in trouble and we still want to address
them, but it is no use pouring your money into someplace where you
can't see any visible result. And we are struggling with that problem
all the time.

Mr. Ticjwx. Thank you, Mr. Chairman..
Mr. Kr,rczy-xsKt. Mr. Roe.
Mr. Rom T. will be very brief.
One, question, Mr. Secretary. As you mentioned in answering Mr.

every Congressman would like to have part of his area de-
cleared a district so he can 'receive assistance. I wonder i f some of the
other agencies of the Government. also are relying primarily on EDA
assistance? am especially referring to the recent GAO report which
indicated that more effective use could be made of program rem' rces to
alleviate unemployment. I was wondering if you might have some
comments, sir, on how you feel about the findings of GAOthat
the. interdepartmental agreements between Agriculture, Commerce.
mid HUD are. perhaps not insuring the legislative intent of avoiding
EI)A's putting money in before other agencies should.

Mr. PonEsrA. Mr. Roe, I wonder if in satisfaction of that question
I could insert in the record the reply to Mr. Staats in that area, which
is rather complete and gives it chapter and verse on our response to
those comments?

Mr. RoE. Fine.. Basically does EDA_ feel that it. is without legislative
authority to do what GAO recommends, is that the implication.?

Mr. PonEsrA. I am going to ask Jerry to answer that.
But in general what they said was that people were playing games

with. us. since they knew they-l-ad the money but they wouldn't put_
that money in it. We don't really think that is happening.

Jerry?
Mr. CoNnoy. Mr. Roe, we have taken- the position and I think it

is a correct. onethat the legislative admonishment is rather to the
'other agencies not to pull. out, because EDA is authorized to go in,
rather than, as might be suggested by some others, that we could not
go in where someone else could. So we. have checked, and if we find
soineone else that will do the project, we would be very glad to spend
our money elsewhere. But if we have a situation where someone has
the power to do the project, but for some reason is not going to do it,
and we feel that the economic development of this particular area re-
quires that expenditure. right now, we would go ahead and make it.
And that has been. the interpretation

Mr. RoE. You feel the responsibility should be on the other agencies
rather than EDA?

Mr. CONEOT. Yes, sir.
Mr. ROE. You don't want. to abandon an area simply because some-

one else can do it.?
Mr. CoNnov. Exactly.
Mr. PonEsrA. I say can, but may not be able to, because they have

--run out of money.
Right here in-the district, for example, we are mixed up with: a

mentally retarded children's center. We broke ground on it recently.
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TIE W has money for mentally retarded, but they only have $100,000
for the whole District. And furthermore, they couldn't put the brick
and, mortar in. We could:,-And it has been not only providing jobs
for people, but also helping retarded children and training people to
become experts in that area. And we were able to justify it on economic
grounds.

Mr. ROE. Thank you, Mr. Secretary.
Mr. Chairman, may we insert, that reply in the record where he

explains fully their position on this-matter?
Mr. lilt-czyNsKt. Yes. I are sure that some of the members who

--planned be here- this- morning -and- c-ould not make it on account of
other pressing commitments, would like to have the information you
can give us. We have some questions we would like to send to you,
and we would appreciate it if you would provide the answers. And
they will be made a part of the record..

Mr. Podesta, thanks for being here. We appreciate your testimony
this morning and I know it will be very helpful! to the,committee when
we sit in executive session.

(The questions and answers referred to may be found in the com-
mittee files.)

Mr. Krxcz-v-NsKr. The next witness is the Honorable Samuel C.
Jackson, Assistant Secretary of the Department of Housing and Urban
Development.

I want to thank you, Mr. Jackson, for being with us again, and for
yielding your time to our good friend, Mr. Podesta, who has to get
out of town.

So, it is a pleasure to have you before this committee again. And I
blow, you are. going to continue to do the splendid job that you have
been doing and that you will give us the wonderful testimony that we
are expecting.

So y on-may proceed-as-you desire.

TESTIMONY OF SAMUEL C. JACKSON, ASSISTANT SECRETARY FOR
COMMUNITY PLANNING AND MANAGEMENT, DEPARTMENT OF
HOUSING AND URBAN DEVELOPMENT, ACCOMPANIED BY ROB-
ERT PAUL, DIRECTOR, DIVISION OF URBAN GROWTH; CLIFFORD
GRAVES, DIRECTOR, OFFICE OF PLANNING AND MANAGEMENT
GRANTS; AND ART mono, DIRECTOR, OFFICE OF ENVIRON-
MENTAL STANDARDS

Mr. -TAcKsoIx. Thank you. Mr. Chairman.
I want to introduce the people I have with me this morning. Mr.

Robert Paul on my immediate right, who is the director of our Division
of Urban Growth. And T also have Mr. Clifford Graves, who is direc-
tor of our office of Mannino. and Management Grants. And Mr. Art
Troilo, who is our director of the, Office of Environmental Standards.

Arr. KiUCZYNSKT. It is nice to have you with us.
You may proceed.
Mr. .T:\ caso-s. Mr. Chairman and members of the subcommittee, we

appreciate the opportunity to meet with you again and present some of
our ideas and views on the future of Small Town America and how the
Department of Housing and 'Urban Development can best help meet
the particular problems of small business in rural areas.
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When I testified before your subcommittee 2 years ago I stated
that our Department's policy on small towns reflects two basic con-
cepts : (1) the importance of small towns and the vital part they play
in American life iind national growth; and (2) the necessity of pro-
viding the fullest possible assistance and support to local govern-
ments as they work to meet the needs of their citizens.

These concepts are the foundation of HUD's basic commitment to
the whole issue of the. overall health. of communities and the critical
factorslike housing,.planning, and public facilitiesthat ultimately
determine how- well any community unctions, what kind of a place it is
to lire and -work in and how the people_ who. .are.thera fect.abont. it..

Too few people realize the importance of these factors in determin-
ing the quality of both business and social life, in a conminnity whether
itbe in the center of a metropolitan area or a small, rural_ town in
Kansas.

I wanted to stress this point at the outset becanse of our conviction
that we really can't separate 'the problems of center cities from isolated
small towns. An eminent urban economist pointed out a few days ago
that he had concluded that these are the two real trouble spots in our
system of cities and that in many ways these problems were more
alike than differentthey a pc both economically depressed, are losing
popnlation and are inhabited by a special group of disadvantaged
people who badly need a scarce resourcejobs appropriate- for rela-
tively unskilled. workers. Another common prohlem for small rural
towns and center cities is the difficulty of retaining and attracting
business activity.

I mention these links between rural towns and center cities because
they related directly to the objectives listed in your invitation to appear
before your subcommittee. They also underscore the sonndness of the
President's recommendation for the creation of a new Department of
Community Development

By bringing together programs concerned with community develop-
mentphysical, social, and institutionalthe new Department would
move beyond fragmented Federal programs administration. Equally
important, it could move toward a c,ommunitv-oriented approach to
probleMs. For the,first time, there would be a. Federal department hav-
ing the ability to respondin a coordinated mannerto local com-
prehensive community improvement programs.

And for the first time there would be a Federal department of broad
enough scope to help State and local governments, private organiza-
tions, and the, citizens themselves to 'participate jointly and actively
in developing these local programs. This means participation in artic-
ulating goals, setting priorities, and devising the best ways and means
of improving not only the physical, but also the economic and social,
environment of all our communities, from the smallest village to the
largest metropolis.

As your committee, lmows, the. establishment of a Cabinet-level.
Department of Housing and Urban Development was aimed toward
this same goal. HUD's creation raised to Cabinet-level. status the na-
tional concern !About our cities and towns, both large and small. The
Department now has jurisdiction over inany.community- oriented pro-
grams. It was certainly a move in the right direction. But it took us
only part way.

The problems of growth and development in rural, urban and sub-
urban communities are closely inter_ ;bated. Yet, to give but one ex-
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ample from among many, communities in rural, areas and depressed
regions must still seek help among three different departments for
the plaiming and construction of their public facilities.

The Department of Community Development, because of its broad
yet unified scope, could. better serve our communities, regardless of
their size. And the President and the Congress would surely find it a
more useful source of information and advice to them as they attempt
to shape a balanced national growth policy, concerned withto use
President Nixon's words in this '1970 state of the Union message:
"the farm as well as the suburb * * * the village as well. as the city

*. * the building, of new cities- and the rebuilding of old ones."
We feel that the proposed Department of ComminfitYThvelopment

would be particularly effective in deliverinr assistance to smaller
towns in rural areas. As the series of congressional hear'ing's on rural
development has clearly shown, the fragmentation of Federal efforts
has been a major barrier to effective planning and coordination. This
fragmentationparticularly when combined with the complexities
of Federal grant programs and the sheer difficulty of filling out the
applicationhas. in too many cases, virtually cut small towns off
from Federal help. By gathering the principal Federal programs
which support community development within a single :Department
and providing an. extra impetus with, revenue sharing, we will be able
to start the -well-coordinated campaign we need to insuive that the
Federal dollars have a real impact on rural community development.

In the meantime, though, BUD has moved on its own to strengthen
our prn<ram activities in small towns and rural areas to pursue broad
community development planniim. in such fields ns housing, trans-
portation and community facilities. During fiscal year 19i1 alone,
comprehensive planning grants were distributed to 155 rural districts
coverind. 791 counties in 34 States.

--Our-1311(1getrequest tiorfiscaLyear 10:7_3_wonld increase planning
grant assistance for counties and small cities to $15,500,000 almost
double the $8 million spent in fiscal year 1971 and a substantial increase
over the $12 million of fiscal 1972.

The Nation's smaller Communities and rural areas participate
widely in. the Department's various community facilities assistance
programs. For example, 929 water and sewer grant projects. repre-
senting 50 percent of all such projects funded by HUD since the. pro-
gram began, are located in rural areas.

We are also proud of the record we have made in improving housing
in rural areas although it is clear that rural areas still have a dispro-
portionate share of the Nation's substandard housing. However, the
situation has improved quite dramatically in the last decade. For ex-
ample, in 1960, there were 6,748,900 substandard housing units outside
of standard metropolitan statistical areas (SMSA's) ; by 1968, this
number had dropped to 4,130.000, a decrease of almost 40 percent. Br
1070 the number of units outside SMSA's which lacked some or all
plumbing facilities (such units account for most of the substandard
units in rural areas) had dropped to 3.053,000.

The existing programs of this Department and the Department of
Agriculture have played an important role in bringing about this
improvement. Of the 4.4.600 new units started outside of SAISAis in
1970, 57,180 were subsidized under the Department of Agiculture's
programs for low- and moderate-income families. In addition 11,640
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units were rehabilitated tinder ITSD.A. subsidy programs. In the same,
year. 103,727 units outside. SNISA.'s had mortgage loans insured by
this Department. and over 50.000 of these were subsidized. In addi-
tion. over 33,000 public housing units outside SMSA's were placed
under annual contributions contracts in fiscal year 1971. This rate of
subsidized housing production in rural areas is steadily increasing. in
1972 for example,-the Department of Agriculture, expects to subsidiZe
about 103,500 new or rehabilitated units or over 21/2 times as many
units as in 19f0.

One of the most interesting projects we have underway is to dam-.
onstrate how rural electric, cooperatives can stimulate construction of
low- and moderate-income housing. The Basic Electric Power Cooper-
ative of Bismarck, N. Dak., has done an outstanding job in showing
how the co-ops can be a catalyst in creating multicounty housing au-
thorities, building under a variety of Federal progi:ams and generally
shoving how to use the. strength of their organization to overcome the
inadequacies of rural housing.

The first. HUD new community development projectJonathan,
20 miles southwest of Minneapolis in rural Carver County.

Jonathan is actually a major expansion of the small town of Chaska.
Parenthetically, Mr. Chairman, I notice that Chaska is a. town of 2,500
people. Ender the new community program it will be increased to a
community- of about-50,000. We have recognized that our rural areas
have a potential for new community development that offers a very
attractive alternative to both metropolitan congestion.and suburban
sprawlparticularly when the new community can use an existing
town as a base on which to build. The new community of Flower
Mound, Tex., is another example of this technique.

My basic point is that many people think of us as being oriented
only to big-city problems. Perhaps it is because our name refers to
urban development, instead of the more appropriate community
development. Our deep concern with the critical problems of large
cities and metropolitan areas is widely known. Much attention has
been piven to our many efforts on their behalf and the severe diffi-
culties that they continue to face. Much less is known about our pro-
grams as they apply to small communities in rural areas.

We feel that we have effectively increased the attention and direct
assistance we are giving to small communities. The most significant
step has been the receat decentralization of authority to the Depart-
ment's new system of area offices. For the first time, the smalltown
mayor will be able to get direct answers to his questions without hav-
ing to wait for a reply from Washington. With community develop-
ment revenue sharing becoming a distinct possibility for next year we
will be able to take another giant step in reducing the redtape that
has been so burdensome to smaller communities who have found it
very difficult to use available, funds for their highest priority projects
because they have been locked into the restraints unposed by cate-
gorical grant programs.

These two factorsthe. flexibility that Congress is prodding and
our new organization which lets decisions be made quickly by local.
program manap-ers who are personally familiar with a commnnity's
needswill enable its to provide more and better assistance to the
smaller towns that are of most concern to your committee.

I wish to assure the subcommittee that TIUD's interest and con -
cern with smaller communities has not diminished even though the
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staff office. of Small Town Services functions has been subsumed by
the Division of Intergovernmental Relations in my immediate office.
There was a. time when program decisions were made in Washington
and smalltown clients had to either rinike a long trip or overcome the
hurdles of correspondence to get information on HUD programs.

With our recent decentralization of -authority to the fickl,- this role
of the Washilkwton. "ombudsman" for small towns changed and the
obvious answer was to build small .town concern into the clay -to -day
operations of our area offices.

The results have been most encouraging. Now our program man-
agers are able to talk directly with the mayors who have the problems.
Our field representatives are able to become personally acquainted with
the communities' needs and most important, are able to offer the ftill-
raange of HUD assistance including housing programs. Probably the
most frustratinp problem for small towns in the past was having to
deal with different peopletoo often in Washington--for every differ-
ent program, making it almost impossible to count on effective coordi-
iiation within HUD.

We have also been able to build small town concern firmly into HUD
policy because of congressional action in the past two years. For ex-
ample, the 1970 Housing and Urban Development Act directed that our
programs specifically address the problems of slower growth in rural
areas, declining farm population and the subsequent, migration to cities.
By incorporating these considerations into the clay -to -day operations
of the responsible operations we are convinced that we can do it better
job of carryin!) out the suggestions of your subcommittee.

My :immediate staff is charged with the Washington responsibility
for the functions of the former officeanalyzing the problems of small
towns and rural areas, recommendations for coordination of all De-
partment programs in support of small towns mid serving as the point
of contact with other agencies on small town and rural problems. Part
of my personal responsibility is to represent Secretary Romney on
joint HUD-Agriculture committees on rural development and hous-
ing. It is frankly difficult to forecast, the scope and direction of our
rural and small community concerns next year. We, too, are awaiting
final congressional action on the rural development Program.

We are about to launch a series of conferences whose goal is to
strengthen the role of the nonmetropolitan associations of govern-
ments in dealing with critical rural and small community issues. It is
our intention that these conferences become a forum for presentation
of the concerns of States and nonmetropol itan agencies, as well as for
those of the Federal and other local. agencies whose programs focus on
rural and semi-rural issues of growth and economic development. We
intend for these conferences to be the focal point of a larger effort to
improve the capability of these organizations to carry out their mis-
sion. Both our central office intergovernmental relations division and.
our regional office staff ll I ICo tOrpa'''Ils re involved in support for these
conferences. The section of most States and scheduling of firm dates
should he completed within the next hew days.

In your inviation to appear before the Committee you indicated
-that the members of the Subcommittee are interested in the new re-
port of the Commission on Population Growth and the American
Future. Frankly, we have not been able yet to make a detailed review
,of the Commission's report and are consequently not able yet to make
any informed comment on the Commission's conclusions. We are ex-
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tremely interested, however, in any testimony or statements submitted
to your subcommittee on the potential impact of the Commission's
recommendations on our present rural community programs. I can
say without .hesitation, however, that our interest has not lagged in
maintaining the viability of small towns and the unique contributions
and opportunities that they provide. We -are deeply committed to a-
policy of balanced national growthgrowth. that is distributed among
both rural and urban areas.

Mr. Chairman, we appreciate this opportunity to appear before
your subcommittee again and will be glad to answer any questions.

Mr. KrurczYNsKi. We are very glad to have you. And that is a
very fine statement.

Mr. Secretary, this subcommittee recommended that you expand
the Office of Small Town Services, and now you have abolished it.
Why?

Mr. JACKSON. Mr. Chairman, the functions of the Office are con-
tinued in terms of policy development here in Washington. The role
of the Office at the time that we testified before you, and you made
your recommendations, two years ago was to serve as an ombudsman
within the various offices of HUD here in Washington in helping
small towns to run through the maze of many separate programs that
were fragmented within the Department. I think it did a fine job
in that regard. Decisions were being made here in Washington, and
applications were being processed here in Washington. WTe no longer
do that here in Washington now, Mr. Chairman. We have decentral-
ized all the program processing and all the decision making for the
programs to offices within each state. WTe call these offices area offices.
SO, there no longer is any role for the office to play here in Washington
because the functions that it performed are not here. They are now in
the various offices in the state. Each area director has people whd make
far more ombudsman services available to the small towns directly
within that state. So since the mayor and the officials of small towns
no longer have a need to come to Washington to present their appli-
cations or to have decisions made upon them, then the ombudsman
role of Small Town Services Office is not needed here.

We retain the function, liov,-ever, of the Office of assuring that every
program has within its policy and its operation the special concerns of
small town and their needs, and that it will respond to those needs in
program administration.

Mr. KurczyNsK.t. I served in the legislature in Illinois for a num-
ber of years. And coming from a big city like Chicago, having been
born and raised in a big city, I have learned a lot about these small
towns, country towns While I was in the State Legislature. I remem-
ber that when we tried to introduce some legislation they would say,
be careful of that city slicker. I always believed that clown State heeded
Chicago and we needed down Statethe farmer needed the city slick-
ers, and we also needed -the farmers.

All my life, and in all my days of legislative duties, I supported the
farmers. And I was always happy to do that

Mr. Secretary, do you honestly feel that we can solve our rural
problems by creating an even larger bureaucracy?

Mr. 3-AcKsoN. Yes, Mr. Chairman, I think we will be able to do a
much more effective job of solving the rural problems in that way. The
reason, Mr. Chairman, is that people who leave the rural areas and
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small towns and go to the cities are attracted by what they believe
exists there. The relationship betWeen the draw and attractiveness of
the large cities with their variety of lifestyles, and a better economic
base in most instances, permits the interest groups that support the
separate interests of small town and rural people and those in the
.citiesio engage in.a kind of .coinpetition for Federal_ resources, for the
skills available, and grantsmanship to secure federal resources, that
puts the small towns in rural America at a great d;tsa,dvantage. What
we are seeking to do is to have a single department that is concerned
with the function of community development.

The truth of the matter is that the needs of communities in order
to develop are basically the same. The differences, of course, are im-
portant, and the program administration should, of course, reflect those
differences. But an economic system is an economic system. And the
elements of it are the same for large cities and suburban communities
as for rural communities. What we have to do is to remove the dis-
advantages that one community may have as against the other be-
cause of either superior knowledge or superior staff capability to take
advantage of the programs, and because of the inconsistencies that
fragmentation of administration permits.

Mr. KLUCZYNSICI. Well, you are doing a good job.
Mr. JAC KSON. Thank,you, Mr. Chairman.
Mr. Elta.zyxs.K.f. Your Secretary of HUD was in to see me last

week. Ile came in to explain the proposed new Department of Com-
munity Development. I am still studying that. I don't know what
they are tv.cing to do in this reorganization. But I will assure you
that Big Iglu will be right on the job when that bill conies up on
the 15th of May.

Mr. Bergland, I am sure you will want to ask some questions of a
gentleman who is trying to do a wonderful job. And you remember,
he appeared before this committee sears ago.

Mr. BEnorAsn. Thank you,_Mr, Chairman. T. do have a. few questions
to ask of the Secretary.

On page, 4 of your statement you referred to planning grants. In your
criteria do you have a population number that governs the communi-
ties eligibility? For example, do you plan with communities that
are very, very small. or do you confine your planning grants to growth
areas, or just what kind of a plan do you have?

,TAelioN. Section 701 of the 1954 ITousing, Act, with all of its
amendments, Mr. Chairman, is the.program Unit we are re-

ferrinp. to. And within the industry it is called' the 701 program. It
has been available to assist small towns and communities of under
50.000 in population clown through the years.

Mr. Bnizar,AND. Would that include a town of 2,500?
Mr. JACKSON. Yes, it would.
Now, the law provides that communities of less than 50.000 receive,

their assistance through a State planning agency, which. in turn pro-
vides additional, assistance from the State, and helps provide I he on--
going planning assistance for the small town, The smaller conmmuities
obviously do not have the professional staffs to actually do Ow phin-
fling. themselves. So. what .-renerally happens is. they make then' needs
known to the State planning office. And the. State planning office in
turn, either through its own staff or through the luring of plannihr,
consultants. assists that town in preparing a plan for its needs. Most
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often it is a, water and Se.Wel. program, or it is tying in a State, trans-
portation system to the local transportation needs, or it may be plan-
ning for housing, or tying in the housing needs of that small town
with those of the county, or a multicounty housing authority. So, this
kind of planning does go on, and it is available to small towns as well
as to the larger communities.

Mn.13Eia:LANo. So the tech.Mcal- assistance for planning is provided
by the State planning agency'?

Mr. .TA.c-ii-sox.. Either that or by .providin private consultants to
the city

Mr. BEnciAxb, Further, on page 4 von talk about, 805 water and
sewer grant prOjects have been. approved in rural areas. Here again,
is there a population criteria involved? My experience: has been. that
"MD tends to confine its activities in this area to the larger town,.

JAi.csox. Mr. Chairman: by statute we are not limited at all
in where we would make our grants available. By agreement with
the Department of Agriculture, Which has a statutory Inuit on their
programs, we do coordinate closely. Prior to 1071 when the le isla-
tion for the Department of A _.,,-rictiltirre limited its participation of its
programs in communities of 5,500 or less, any application for a grant
that came, in to us from a community of 5,500 or less, was transmitted
to the Department, of Agriculture for funding. We did. fiord com-
munities of 5,500 or loss when it was in an urbanizing area, and
in even a smalle'r community that' was growing say, from 3,000 to
10.000 because, of some development activities 'there. In sonic cases
we would make a combined grant with Agriculture or EDA. There,
are several. instances of that occurring. Rut in communities of 5,500 or
less, prior to 1971 we generally deferred to the Department of Agri-
culture in our grants.

Now, in 1971 the Public Facilities Act for the Department of Agri.
culture was amended, increasing their authority to towns of 10,000,

they do business now in connmmities up to 10,000. While we have
not discontinued doing business in towns with population of between
five, and ten thousand, ire are deferring to the Department, of Agri-
culture to give them the 'first opportunity to participate in communi-
ties of five to ten thousand:

Now, when T. mentioned rural water and sewer projects funded by
IITD, you must understand that that what we are saving. Mr. Berg.
laud, is that almost. hal f .-)1 all the projects funded by IIITD since 1965
in its water and sower program have gone to cities of 10.000 or less.

Mr. lirmouxn. 13ut they will be in communities of 5.000 or more
because of your agreement with the Farmers Home Administration?

Mr. :1-AriKsox. In inost instances that would be true.
Mr. I3Enor,xxo. I>o you know offhand. does the. Farmers 1 fome.

min istration of the Department of Aoiculture have the same general
au tliority to cost slat re in these projects as you have?

-Arr. ;TA cKsc.x. Mr. Paul, can von answer that?
Mr. PATTI,. It is somewhat different, Mr. Bergland. They do have an

option there where they can give a combined grant and loan. They
are somewhat more flexible than we are 'for small communities, and
that is one advantage oh their pi.ogram. Ours are pretty in rich 50-pc r_
cent grants, but Farmers Home can make loans over that. Aside from
that their authority is about the same.
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Mr. BERqt..v2:1). In my district the FHA. has confined its programs
exclusively to loans. hear complaints that the larger grants are
available to the cities are not available to the small towns.

Mr. PXUL. I suspect it is not in the basic legiSlation, Mr. Congress-
man. probably just the current budget situation.

Mr. Bynan.Axo. Is there anything i.11 the works around here to remedy
this inequity ?:

JAcKsox. While I am not an authority on the legislation Which--
just passeethe House and the Senate, I ant sure that you are aware
that the President's rural. conl!irallity deVOlOpMellt revenue Sharing
bill is now in conference. The rural development bills would ex-
pand greatly the ituthority of the Department of Agriculture to
make loans in smaller communities and to make grahts in smaller
communities to assist them in connnimit facilities do'.elopment.

Mr. BIERGLAND. I was an author of that bill, and I served on a com-
mittee that heard it. I am just wondering if we are going to be able to
provide FHA with the same kind of authority that yoir have. I think
so, but I wanted to get another expert opinion.

Mr. d'AoksoN. I must say, Mr. Bergland, that I do not consider
myself to be an expert on that bill. I read the earlier draft on it, but I
have not react the version that passed the House and Senate. I have
read summaries of them. but I have not studied the two bills with
the kind of care I would like. to in order to give a legal opinion.

mr. BERGLAND. Ou .page 5 I think theremay be a typographical error.
On line 3 you say : -There were 6,748 substandard housing units out-.
side standard metropolitan areas (SMSA's) ; by 1.96S, this number
has dropped to 4,130,000."

Mr. ;JACKSON. I read into the record 6,748,000 substandard housing
units.

Mr. B.Enor...xxn. Thank you, Mr. Chili rm an.
Thank you, Mr. Sec reta rV.
Mr. KLUCZYNSKI. Mr. floe?
Mr. RUE. Thank von, Mr. Chairman.
Mr. Secretary, following tip for a minute Mr. Berghtnd's questions

about your statement on. page 4 about. SOS water and sewer projects,
that 805 is this year?

Mr. .T.AcKsox. That is since 1965, when that water and sewer pro-
gram was started, 4'2 percent of the program activity was in cities of
10.000 or less.

Mr. ROE, in 1969 the chairman of this full committee. Arr. Evins,
Chairman Elticzynski, Wright Patman, and a number of people had
a number of comments placed, of course, in the Congressional Record
concerning the Office of Small Town Services. And there appeared an
article in the Nation's Cities magazine that was placed in the record
entitled c'IITTD's Concern for Small Towns,. Office of Small. Town
Services. Promotes Better Communities." I believe, von. were the author
of that article. Mr. Secretary. in which yoll stated that "the creation
of the Office of Small Town Services within IITTD's Office of Metro-
politan Development underscores our concern toward insuring that
the small community point of view and condition axe fully recognized
in develoni no. policy and pro cram decisions."

Now that we no longer have that office. has HUD abandoned its
concern toward insuring the small community point of view?

7S-617-72Tol. 1 S
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Mr. JACKSON. On the-c-ontrary, Mr. Roe, we have stepped up our
expression of our concern. We: did that directly by the establishment of
our area offices.

Keep in mind that the most disadvantagethis thing that we could do
to small towns was requiring them to have to come to WaShington,
or to have to negotiate witl-LWashington in competition With the
big towns in having their projects approved. They did not have
the-eitpability in most instances of completing their applications, they
didn't even know what to apply for in most instances. The Office Of
Small Town Services, which I was very proud of administering,
served as an ombudsman for small towns when the application were
tiled herd and processed here and decisions made on them here. We no
longer do anything like that in Washington any more. So the need
for the office is not. here in Washington. The need for the offices is
down in the States where the work is accomplished. And so what we
have done.-now is to establish program managers who have under their
eontrol all of the proga.ms of the Department, housing, planning,
urban renewal, model cities activities, all of it now is tinder program
managers that operate within the State. And as program managers
they can be so much closer to the mayor of the sin IIa.. town. The
program manager has in his staff a community development repre-
sentative who goes to the community and calf on them and says, now,
here are the conuminity development programs we have available to
assist you, here is how they work. here is how you apply for them.
He, has a. community planning and Management representative, and
that representative goes riolit, from that of in that State and sits
down and discusses with the mayor of the small. town, here are the
planning. programs available, here is how we can help you build staff
capability, improve the management process or the decisionmaking
process m your community.

So. rather than having them come to Washington or having our
staff .from Washington going out. to the small town, we, have the same
kind of people who are available with the decisionmaking authority
right in the State. And. so we have increased our concern for small
towns by making the Service more availa.ble, to the small towns and
increasing the authority of those who are there, to respond to their
needs.

Mr. R. Reviewing just briefly the track record of the Office of
Small Town Seryiees. I believe the office was subsequently changed
following our previous hearings, or at the time of those. hearings
2 years wzo, into the Office of Small Towns Services and Intergovern-
mental Relations. And then it was further reorganized into the Office
of State and Local Management- .assistance. That doesn't exist, any
more, does it, the Office of State and Local Management Assistance?

Mr. ,TAcKsoN-. No
Afr. lion;. What h am getting at. Mr. Secretary, is that.the office

started out as something working for small towns exclusively in the.
Department, and now it has been feorganized to be combined on your
area level, which efforts for the most part are located in large cities,
so that there is no such small town program any more. You now have
everyone workino. On everything, is that right?

Mr. J.wrcsox. Mr. Roe. let me restate the chronology. It is time that
we had an Office of Small. Town Services prior to 1970 that just con-
cerned itself with being an ombudsman for small towns. But I think
you have to keep in mind that this was more illusory than it was real_
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Mr. RoE. You :man that office didn't really do anything?
Mr. JACKSON. .No I didn't say that. But at that time it had three

people assigned to it. And it did a fantastic job with such thin re-
sources of making available to small town officials knowledge of
what our program activity was all about and how they would go
about-using, our programs..It also served. as a point. of _reference
in the Department for people to contact. And then we also re-
viewed the circulars of other program agencies to make sure that
they were responsive to the needs of small towns in the development
of the circulars and policies.

Now, what we wanted to do was to make the service that we pro-
vided to small towns more a reality by having people available to give
technical assistance as well. as to be sort of a clearing house for ideas.
So, we made the Small. Town Services Office a division of a larger
office called Small. Town Services and Intergovernmental Relations,
and then of the State and Local Assistance office.

So,. there was not just three people who are responsible, then, for
handling an information service- for small towns, but I think I hired
30-some people whose concern was how you make government work
better and make the programs of our Department more responsive.
So, we had people then who could actually go down and spend 4 or
5 clays or 2 or 3 weeks with. the mayor of a small town and give them
technical assistance in addition to sharing information. We have clone
everything from helping them to organize their governments to
helping them to learn the functions of their job.

There are several small towns under the arrangement we had in
1071. that said they needed to have technical, advice on how to set up
their bookkeeping systems, and so-;on, because in those days the States
were not providing that kind of assistance. So we then expanded the
capability of the office by taking it in effect from an office of three
people to an office of approximately 30 that was concerned with the
coordination of programs between State and local governments and
the Federal Government, and by providing technical assistance to
them.

Mr. RoE. Those 30 people aren't there any more. -Where are they
now

Mr. JACKSON. Those 30 people are in a combination of places. Some
of them are vet in Washington. And they continue to carry out the
responsibility of concern for small. town services in their current
assignments. But they only deal with that portion of that assignment

s' that was policy development, such as the review of circulars and
policies to assure that they reflect a concern for small towns. That is
the only part of the work that is a central office's responsibility.

The bulk of the work and thus the bulk of the people, is now in
our area offices, because that work %Orieh dealt with assisting them in
application development, understanding what programs are available,
coordinating the programs one with the other, and providing technical
assistance to assist them in carrying on their activity., -.is now clone in
the area office.

So, it is closer to them, there are more people doing it, and it is
being done far better.

Mr. RoE. But it is now spread out so that in your area officeI
believe you have an area office in Nashville?

Mr. JAcKsoN. No; the area office is in Knoxville.

1
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Mr. Rot:. In Knoxville. And you have your staff in that particular
office who handle programs-not only for metropolitan Knoxville, but
for the outlying counties in eastern Tennessee. I am xvonderino

Arr. JACKSON. Keep in mind, there were only three poeple for the en
tire Nation initially, Mr. Roe.

Mr. Ron, But that had to do with planning, is that correct?
Jscks-ox.- No ; the office never Was linfited to planning. The office

also served as an ombudsman for all HUD programs. It went even
beyond that after we expanded into the Office of State and Local As-
sistancei and even assisted them in other Federal programs in other
Federal--Departments. So there were three, initially for the entire
Nation..T

Mr. Ron. And this committee recommended that this be expanded?
Mr...iXcKsox. And we went to 30. It was again the entire Nation.
Now, one might say that we have thousands of people doing this now

in every State in the Nation.
Mr. ROE. Not on small towns especially, though.
Mr. JAcKsox. But the point is, what they are delivering is the same

service the small towns need. And what they do now and what they
could not do prior thereto, Mr. Roe, is actually be within the State and
available to sit down and have discussions on a regular basis, and have
the authority to act. You see, the small town services office was just a
staff function and it had no program authority to do anything. And
now when they Lro out these are the people who actually process the
application. nese are the people who actually make the decision on
these projects. So they are getting faster service, they tire getting more
service, and they are getting better service.

Mr. ROE. The metropolitan area is not getting a higher priority for
applications?

Mr. JAcicsox. Absolutely not. If Congress had a committee that con-
cened itself just with the problem of central cities, they would be mak-
ing the same complaint that we are giving entirely too much attention
to the small communities of America. The truth of the matter is that
while we indicated 43 percent of HUD-supported water and sewer
projects are in cities of 10,000 or less, you will find that nearly 75 per-
cent of all the water and sewer projects that we have assisted are in
Cities of 25.000 or less.

So, our Department is not at all one that is a big city program. The
bulk of our moneys go to the rank and file of communities in America.
of 25.000 or less.

Mr. lion. Mr. Seciietary, the Senate Committee on Agriculture and
Forestry in a recent~ 'report on the economic. and social conditions of
rural America stated that whole nonmetropolitan communities ac-
counted for two-thirds of all substandard housing units in 1968, they
received only 10 percent of all housing assistance. 'ft looks like the rural
areas, although they have the greatest number of substandard housing
units, are getting the least amount of Federal outlays.

Mr. JAcKsox. I really don't know what they mean by 16 percent of
all assistance. Do they mean 16 percent of all imp assistance
programs?
-Mr. Ron. All housing. assistance, -feleral outlay.
Mr. JAcksox, Housiir. assistance is a word in the liousing industry

that generally refers to all those. programs in the Department of l[ITD
which provide assistance. it could be the low and moderate income

117



e

113

housing, or section 23:1, or 2:1(i, or the rent supplement. And that would
probably be, correct, if they are using housing assistance in that way.
But then you ha ve to add to that the activity of the Department of
Agriculture rural housing program, as well as the Veterans Adminis-
tration program that also operates in the rural Field. You see, we each
year make a portion of .our 235 and 236 progra m funds to the Depart-
ment of Agriculture to administer for us so that, people in the rural
areas can also have the same kind of programs that exist iu the
&USA's. I don't know if that is exactly what they are talking about,
but lfit:ffc of all ITUD housing assistance may very well be correct..But
if so, then von would hare to add to that the housing program activities
of the other departments of the federal government.

Mr. RoE. One of our previous witnesses on Tuesday, Mr. Clay
Cochran, front the Rural Housing Alliance, in talking abort FHA.
said:

liince PITA can insure loans only where there is a private lending agency to
make the loans, this meant that in the beginninn. it hail an overwhelming urban
bias. By iaml,large it dO0§ not, function in small towns or rural areas, nor is it
likely to. it is estimated that 1 -1 percent of FHA assistance units are in non-
metropol itan a rens.

Arr. ,TArictsox. That. is what. I thought they were referring to, this
11 percent, according to Clay Cochrane. Ile helps us quite a bit in
understanding the program needs for rural housing. And we consult
with him from time to time in that regard.

I think that, you will recall, Mr. Roe, that. Secretary Romney and
Secretary lard i n, who at that time was Secretary of Agrieulture, pur-
suant to some interest expressed by Chairman. Patman and Senator
Sparkman, developed a joint report on the rural housing needs of
America. The. two agencies studied the rural housing program. I served
as the chairman of that group interagency committee on housing. We
also had 0E0 participating with us in that. At that time ire studied
with great care the problems associated with expanding the delivery
of housing to rural America. And what Clay Cochrane refers to there

one of the findings that we made in that report. There is no question
but that the housing pro<-rams of the Department of Housing and
Urban Development depend upon two basic considerations that do not
exist for the most pant in rural America. One is the inadequacy of the
mortgage hank or savings and loon credit institutions that are the
major ori,,,inator of housing activities for the HUD type housing
programs: and two, the relatively small mass market aggregation
capability. The. average builder in rural America builds six to 10
houses a year. The average builder who builds under our programs
would build. substantially more. than that. Rural builders have diffi-
culty expanding production. The market is so fragmented in the
rural aroas, there are relatively few credit institutions in the rural
area for housing and mortgage activities. The small town bank gen-
erally does not have a mortgage department, and it takes people with
skill to use those programs. It is exactly for those reasons that Con-
gress has proposed to expand the rural housing program to recognize
that another type of credit institution wits needed in the rural area.

sow, I think again that this supports the President's wisdom in
initiating the effort to establish the Department of Community Devel-
opment. This would go a long ways toward permitting us to extend
the kind of credit institutions that exist in the urban areas to the rural
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areas, because we Can provide, strong program linkages. We can then
begin to talk about aggregating markets between the urban and non -
urban areas where we cannot do so now. It would be extremely dif-
ficult to attempt to do that now because of the different kinds of
commitments.

Mr. Rou. Aren't on going to end rip in the proposed new Depart-
ment of Community D'evelopment- with having the rural and small
towns efforts actually swallowed up'? It appears to be very similar to
what this Committee has been fighting against for a long time, in
regard to,,keeping the independence of the SmaiI Business Administra-
tion. The Department of Commerce has shown a desire to have SBA
in their Department. And can we see what is going to happen to small
business, it is going to get lost in the. shuffle.

Don't we have that same situation here in terms of rural America
in :TILED?

Mr. JAcKsox. Absolutely not, for several reasons. One, the combina-
tion of the housing administrations into one department would not
eliminate, the specific authorities for rural areas. So, that would not
change.

And two, -what you really. are picking up is the coordination be-
tween the programs so that they can mutually support each other in a
far more effective. wav than they do how.

And thirdly. I could that. you then begin to recognize the inter-
relationships between these problems and the internal. migration in
the country from the rural areas and small towns to the central city.

Now, if we ever are going to make sense out of a, national growth
policy, if we are ever going to develop a rational approach to

a. high quality of life for our citizens in all communities in Amer-
ica, we need to have one department which is developing the na-
tional policy the President and the. Congress need for an effective pro-

,,gram. Otherwise, by nature it will be a fragmented policy. And as
long as it is fragmented you are going to have disparities between the
quality of life in different communities, and you will keep the rural
and -urban areas from sparring with each other, not only in the federal
Congress. but also in the State legislatures and in county commissions.
' e simply must discontinue this polarization that is shaping legisla-
tion, and the response of government, to the needs of all communities,
as each tries to outgrantmanship the other for limited state, local and
federal tax. dollars. 'We think that a rational approach to this problem
would be to have, them an organized department with clear lines of
functional activity. And then you can administer the pOoaMS to
take into consideration the shifts in population, the g.rowth center
concept. that Secretary Podesta talked about earlier this morning. and
the interrelationships of these activities that are so essential for deliv-
ering resoureezi to meet all community needs.

Mr. Rah. On June 19, 190, Chairman. Evins inserted in the Con-
gressional Record a press release by HUD in regard to a study by
the Jacobs Co., on small town problems and needs related to MID pro-
grams. T. believe that report -was issued and recommendations were-
made. -Whatever happened to those recommendations?

Mr. JACESON. That was a Very fine report. Mr. Roe. As you know,
I supervised the development of that contract by the Jacobs Com-
pany and its implementation. And they did a very fine job for us. That
report and the findings and recommendations were made available to
each Assistant Secretary as they related td`his program area.
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Mr. ROE. It never was published. though, was it?
JxeicsoN. I believe it was publiShed, wasn't it?

Mr. Parr.. Yes, it was published.
Mr. JACKSON. At least we released the findiiTs of it. It served to

permit each Assistant Secretary of each program area to study his
Own pi gran activity .iii the light Of the findings of the Jacobs- Com.
pany, It also specifically gave us a feeling that the problems were so
immense at the small town level, that it would be far better to have
more people available to assist the local level than to have a few people
available to assist them in Wasliinp-ton.

So, the study helped ns in reaching the conclusions that justified
the reorganization we spoke of earlier. I don't want-to suggest that we
would not have reorganized had the study not' been done. But T am
saying that the study confirmed the existence of problems of such
magnitude that more people were needed at a closer level to respond
to those needs.

Mt. Ran. What happened to all the recommendations in that re-
port? Have they been implemented?

Mr. J'AcKsoic. Those recommendations. as I indicated, were made
available to the various Assistant Secretaries.

Mr. ROE. And that is all'?
Mr. JAcksoN-. ..!..nd also to the Secretary and Under Secretary. And

they were used to assist us in looking at our program activities to make
sure that. we responded to their needs.

Now, perhaps I should insert into the record a copy of a letter that
was sent to Senator Humphrey in response to a. letter that he wrote.
to Secretary Romney on February 28 that asked the same cistion.
And we responded to that. And, Mr. Chairman, you would permit,
I will read if.

Mr. Krxezy-N--siu. Without objection.
Mi. JAcKsox. It is a three paragraph letter. I will read it for the

record.
It says :
DEAR SENATOR HUMPHREY : Secretary Romney has asked that I respond to

your February 2S, 1972 letter concerning the Tune 1970. Study of Small Com-
munity Needs as Related to Federal Housing Community Development Assist-
ance.

You will find enclosed a special analysis of the followup taken by HUD on
the 25 specific recommendations contained in the subject study. Additional ad-
ministration initiatives bearing favorably upon the future of rural and small
town development have been put forward in the February 1. 1972 program on
Rural Development submitted to the Congress, and in the President's proposal
to create a new Department. of Community Development.

With respect. to the question raised in your final paragraph, the folio of con-
cerns for small towns and nonmetropolitan matters is now carried in the Office.
of Planning and.Management Assistance under the Assistant Secretary for Com-
munity Planning and Management. I want to assure you that there has been no
diminution of RUM interest in delivering its programs and services to the
smaller communities of this nation.

And I signed the letter.
I callit-to your attention, i-N-t. Roebecause Secretary Romney serves

on the Domestic Council, as you know. And the Domestic Council re-
ceives recommendations from all. of its members on all of the program
activities under consideration. He made recommendations to the Coun-
cil, and served on the particular task force on rural community devel-
opment, as well as being chairman of the urban community develop-
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ment. And many of the recommendations he made included the con-
cepts recommended to us in the Jacobs report.

Mr. Roe. You mentioned in that letter, I believe, that you attached
what happened to the recommendation.

Mr. JAcKsox. Yes. We will supply that for the record.
.Mr. KLU NSICCZY.T.. Without objection it may be received.

(The document referred to follows :)
non. nuilEir HumefraEY,
.Chairman, Subcommittee on Rural Development, Committee on Agriculture anti

Forestry, U.S. Senate, Washington, D.C.
DEAR SENA'ron HUMPTIREY : Secretary Romney has asked that I respond to

Four February. 25, 1972, letter concerning the June, 1970, "Study of Small Com-
munity Needs as Related to Federal Housing and Community Development As-
sistance." You will find enclosed a special analysis of the follow-up taken by
11W) on the 25 specific recommendations conta Med in the subject study.

Additional, Administration initiatives beacing favorably upon the future of ru-
ral and small town development have been pu0forward in the February 1,1.972,
Program of Rural Development submitted to the Congress, and in the Presi-
dent's proposal td create a new Department of Community Development.

With respect to the question raised in your final paragraph, the portfolioof con-
.f.01.' small towns and non-metropolitan matters is now carried in the Office

of Planning and Management Assistance, limier the Assistant Secretary for
Community Planning and Management. I want to assure you that there has been
no itiminution of HUD's interestdir delivering its programs and services to the
smaller communities of tins nation.

Sincerely,
SAMVEL C. JACKSON.

(Enclosure.)

STACS REPORT ON RECOMMENDATIONS CONTAINED IN 'HUD 1070 STUDY REPORT:
"SMALL Tows PROBLEMS AND NEEDS AS RELATED To HUD Pam-Luis"

(By the Jacobs Co., Chicago, Ill.)
BACKGROTIND

In June 1969, the Department awarded a one-year research contract to the,
Jacobs Company, Inc., of Chicago, a management consultant firm in public
administration and finance, to study small community needs and make recom-
mendations for adapting or developing .EIUD and other Federal programs to
effectively meet these needs.

This undertaking was part of the Department's Small Town Services Pro-
gram on-going mission to sharpen LIF_D's focus on less populous communities
and to improve delivery of program aid funds and technical assistance to small
towns. The study was conducted under a contract monitored by the Office of
Small Town Services (subsequently changed to Office of Small Town Services
and Intergovernmental Relations.) in February. 1971, the mission_ of these
organizational units was incorporated into a new Office of State and Local
-Management Assistance.

As part of this project, a sub-contract study on minority group needs and
problems in smaller communities was prepared by Roy Littlejohn Associates.
Washington, D.C. Major emphasis was placed on the housing situation Of
minority groups in smaller communities with special reference to equal oppor-
tunity, availability of public services, and local leadership.

GENERAL

The final report of. this $150,0(X) study effort was submitted to 1-11.-D by the
contractor and sub-contractor in. July 1970. It consisted of three volumes:

Volume IStudy Design, Analysis, Conclusions and. Recommendations"Small
Community Needs As Related to Federal Iloustng mid Community Development
Assistance"

Volume IICommunity Profiles
Volume IIIMinority Group Needs in Small Communities (Roy Littlejohn

Associates, Inc.)
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Departmental briefings on the various study findings and recommendations
Were conducted for all departmental Assistant Secretaries and key staff mem-
bers shortly after the final report was submitted by the contractors. Also, the
Office of Small Town Services and Intergovernmental Relations followed-up
with selected program directors to discuss in detail the study recommendations
dealing with specific program areas and explore various follow-up alternative
actions. These include:

-Comprehensive Planning Assistance Program
Workable Program
Equal Opportunity Program
Public Facilities Loan Program
Urban Renewal
Housing Production and Mortgage Credit Programs
New CODIMUllity Development Program

Departmental activity in follow-1m to this repori, with other Federal a.gencies,
states, area development districts, loealities, the private sector, etc. by HUD's
staff unit concerned with smaller community and non-metropolitan matters has
been limited. The Report has been treated as an interna I. document and its findings
and recommendations have not been widely. released.

The study examined a representati7e sample of smaller communities with
populations under 50,000 to identify their physical, social ;Ind governmental
needs. The information contained in forty community profiles developed to assess-
HUD program delivery :.tad recommend specific improvements have, been dis-
seminated to the communities concerned as well as to HUD field staff. Reaction
to dare, to the community profile analysis format.. has indicated that both HUD
and smaller communities would benefit if comprehensive Community Profile
Analysis guidelines were developed and available for wide use by other smaller
communities and MTH program review officials. Development of information pro-
files, such as those in the study can provide a new perspective on particular small
community or area-wide needs.

Thecommunity profile format calls for and outlines essential elements for the
comprehensive diagnosis of a smaller communityeconomic, physical, social and
governmental aspects. It can he utilized as an analytical or management tool by
HUD program officials (particularly at the Area Office level), states, area-wide
agencies, and the small town itself for assessing local problems and needs and
-identifying specific solutions. This vehicle provides a comprehensive approach to
viewing the smaller conummity and can supplement data required in Federal
and State' program a iil applications.

This study report contained a number of specific recommendations for strength-
ening HUD and related program assistance to smaller communities. These recom-
mendations to improve the delivery and service of HUD programs were grouped
under the following major headings :

Modification of Existing Federal Programs
Recommendations for New Programs
Administration of Federal Programs
State Assistance to Small C,mmunities
Growth of Regional Agencies

The current status as to major implementation actions considered, planned,.
or taken for each of the specific study report recommendations follows:

I. MODIFICATION OF EXISTING FEDERAL PROGRAMS

Comprehensive Planning Assistance Program.
Recomnirmdation 1: "The community planning process Should be reoriented'

and divided into two distinct parts : (a) preparation. of n preliminary plan which
Nvould include an overall analysis of the community formulation of long-range
objectives and goals, establishment of priorities and preparation of a work pro-
gram to Carry them out ; and (b) detailed studies of major subject areas identified
during the preliminary plan and included in the work program."

This recommendation is folly implemented with procedures spelled out in
1117D's 701 Program Handbook.

Recommendation 2: "The preparation a.nd adoption of a preliminary plan
should be prerequisite for all HUD public housing and community development
programs."

This has become essentially a reality through. the Area-Wide-Planning require-
ments and the Workable Program requirements (for community development
programs), which have been issued by the Department since the submission of
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the Jacobs report. Additional requirements have been levied through issuance of
project selection criteria to our Regional and Area Offices.

Recommendation 3: "Requirements should be formulated by HUD to require
that applicants for "701" funding submit evidence that responsibility for imple-
mentation of the plan has been assigned to a specific individual on the city staff
and professional assistance in implementing the plan will be available from either
the city staff, county, .regional or state planning agencies, or a private consulting
firm."

Provision has been made for this in the Department's 701 Program Handbook
by requiring that the planning process be linked directly to and be responsive to
the chief locally elected official. The intent is to link the planning to implementa-
tion through the chief executive, as he is responsible for development decisions.
The assurance of professional assistance in implementation is not a requirement.
However, we strongly encourage st:ch assistance through state services and the
provision of continuing professional services being available through area-wide
planning agencies.

Recommendation 4: "Activities eligible for funding the Comprehensiv- Plan-
ning Assistance program should be expanded to provide specifically for c.,ntinn-
ing professional planning assistance hi administering local plans,"

States are being encouraged to allocate 701 program funds received for plan-
ning assistance in smaller communities (under 50,000 population) to provide
continuing type and/or full-time planning services. Increased emphasis is being
placed to establish sub-state planning and service districts in order that local
governments inny share a col-ninon professional staff and obtain needed services.

Recommendation 5: "The preparation of area-wide rather than individual COM-
inunity- comprehensive plans should be encouraged for small, non-metropolitan
communities (generally under 25,000 population)."

This is now being done through Pa.rt IV, OMB Circular A -9 as revised Febru-
ary 9, 1971. This Circular furnishes guidance to all Federal agencies for im-
proved*cooperation with state and local governments through coordination of
planning in-multi jurisdictional areas. Common or consistent planning and de-
relnpment districts or regions are encouraged and procedures for bringing this
about with a state input, have been spelled out.

HUD, in administering the Comprehensive Planning Assistance grant pro-
gram. is actively encouraging such action on the part of. states. To date, approx-
imately forty states have delineated and are establishing sub-state districts.
During FY 1971. $3.4 million in comprehensive planning grants by MID were
awarded through the states to 155 non-metropolitan districts coveriog 7f,i coun-
ties in 34 states. This compares with $1.4 million awarded to 01 districts in 18
states during FY 1969, the first year this program was funded. During FY 1972
the number of non-metropolitan areas funded and the total dollars allocated will
be above the 1971 level.
The Workable Program For Community Improvement

Reeommenti a ion G. "The requirement for fl workable program for commu-
nity improvement as presently constituted 'should he discontinued. However,
the adoption of codes and establishment zuf :In effective codes enforcement
program sbnuld continue to be required prior to the acceptance of an application
ff.- whim renewal programs."

Rather than discontinuing the Workable Program for Community Improve-
ment as presently constituted. we have endeavored to improve the administra-
tion of this program. The Workable Program represents a means by which
communities of all sizes and discipline their development. It serves on an overall
basis as a vehicle to identify community needs, provide a plan for meeting
these .needs. ideolify resources available to meet these r,cols and establish
.priorities. it is a major tool for directing local programs, i-sff and other re-
sources to meet basic hucal policy and improve flue quality Of local government
and development. The application documents the room.' of past accomplishments
:old sets fnr!Th a course of .fian c, actions sshich ,-crve to prevent and
eliminate shuns and Night. The Wnricalile Program is the, locality's program.
prepared by local officials, with citizen involvemkt in its development and
implementation. In itself the applicatinn presents a disciplined approach to
overemning local problems. impeding sound comnu development and it
serves to aid ITFD administrators in assessing a ennumnnity's performance.

As a result of new approaches introduced to strengthen the administration
of the Workable Program, eonsiderable progress has been made in rechwing
processing time of applications fur certification and recertification. Efforts
are continuing to effect more expeditious handling of community applications.
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The smaller workloads by reason of the elimination of the Workable Prograni
requirement for public housing and Section. 221(d) (3) permit HUD staff to.-
devote more time to providing technical advice and assistance to communities
and to achieving generally unire effective administration of the Workable
Program.

Further with the .11'.'D decentralization to Area and Regional Offices, HUD
staff have been brought into much closer contact with localities. The HUD
field staff is now in a much better position to provide technical assistance to
communities and also in a better position to evaluate local needs and accom-
plishments. An extensive training program has been undertaken for field
office staffs in all aspects of Workable Program administration. The training
activity is a continuing effort that includes Regional assistance to Area Staff
as well a:: special training, such as the HUD Codes Workshop that was con-
ducted in Grafton, Illinois from March 5-10 for HUD Code Specialists through
the Nation.

Recommendation 7: "A Codes Improvement Program specifically designed
for communities of 25,000 and under should be created to assist cities of this
size in the adoption end !inflating of codes, and in the establishment of a codes
enforcement program. The program should be administered by the states. Tech-
nical assistance should he available to aid communities in code preparation
and the training of inspectors. Financial assistance should be provided by
states to finance the cost of hiring inspectors to implement the codes enforcement
progrm."

A specific "Codes improvement Program" designed for communities under
25.000 population has not been fully developed yet. but a numbe of related
activities have been started or are scheduled. Organizationally, }IUD has
established new Regional and Area Offices which are desipmed to work more
closely with nil communities in the &Ye/opt/milt of effective local programs of
community improvement. including codes adoption and codes administration.
Codes specialists based in the HEM Area Offices arc specifically charged with
the responsIbilitm of providing technical assistance and guidance to smaller
communities in the development and administration of active and effective
local code adoption and code enforcement programs. Currently, the Department
is preparing "A Guide for Code Adoption and Code Enforcement Under the
Workable Program for Community Improvement." This manual will he spe-
eitleally designed to assist small communities in the adoption of local codes
and the development of active and effective code enforcement programs. Pub-
lication of this Guide is oolcipated by June 30, 197:1 it will be part of a
continuing effort to provide useful technical guidance to smaller communities.

States are being encouraged to initiate training programs for local code inspec-
tion. Federal assistance is available for this purpose under HUD's Title VIII
Community Development Training Progrnca- Ftftleral funds for the training of
local inspectors to be employed in Concerdirated Code Enforcement Projects are
also available to local governments under HUD's Section 117 program. Also. State
Community Development Services may lie developed by states under Section 701
Planning nr:;1 Management Assistance to expand the technical assistance avail-
able to local officials.
Tevhnie,71 ARRistanee to Small Communities

Rerommen dation 8: "Technical Assisfbnce and Community Development Train-
ing programs should be substantially. Increased and used primarily to assist cora-
mimities of 25,000 population or less."

HUD's Comprehensive Planning, Program grant funds flowing through the
states enable small towns and rural areas to pursue broad community develop-
ment planning in such fields as housing, transportation, human resources, and
community facilities. For example, during FY 1971 alone, approximately 50 per-
cent or S25 million of the 701 Program funds went for community development
planning in areas with population under 50,000.

A substantial portion of HUD's Community Development Training Program
funds (Title VIII of the Housing Act of,1964, as amended) are utilized for the
training of officials from small communities and rural areas. These officials may
also send staff, tuition free, to workshops conducted jointly by HUD and the
T.S. Civil Service Commission on a nation-wide basis in employee development

and training. HUD is also sponsoring. under contracts with Temple and Shaw
Universities, and the National Urban League. a series of workshops in housing
management and community services. oven tuition free to small town and rural
housing authority staff. Technical assistance services in training, manpower
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development, and university curriculum development may he secured from HUD'
through its newly established Area Offices as well as the Regional and Central
Offices. Also, a new manpower workshops program for local officials will be held
in the Summer of 1972. Attendance will be free, and approximately 6,000 officials
will be invited nation-wide.
Housing Programs

Recommendation 9: "HUD should_ conduct a Study of the present methods for
attracting developers and financing for subsidized housing programs to determine
whether other mechanisms would be more effective in increasing the use of these
programs in small communities."

The recommendation was essentially bacsil upon the relative little use of HUD's
various housing programs in the small communities surveyed during the study.
particularly those communities situated in a rural setting. HUD administers its
various housing programs in towns of all sizes and types and in both urban and
rural settings. During fiscal years 196S-1970. an annual average of approximately
ten percent of the housing units which received assistance through HUD's FHA
mortgage insurance prograMs or through the low rent public housing program
were located in rural areas (defined as non-metropolitan counties having no city
with a population of 25,000 or more).

The ratio of housing built in small towns and rural frreag to all assisted housing
remained relatively stable during this three-year periedat ten to eleven per-
cent. The 122,200 single-family homes built in rural areas represented about nine
percent of all [IUD FHA-insured home mortgages. The proportion of public hous-
ing units located in smaller communities comprised one quarter of the national
total. with one-sixth of all IIUD aided public housing units provided to com-
munities of ander 10,000 population. The greatest increase in activity. however,
has been in .the constr-notion of FHA-insured multi-family projects. FHA multi-
family units built in rural areas increased from about seven percent to ten per-
cent of the national total over the three-yea interval (190S-1970). Multi-family
construction increased more than night peiTent from 7,200 units in FY 1909 to

.13.200 units in .1'11 1070. These recently compiled figures clearly indicate that
many rural communities across the Nation do find HUD hohsing programs
especially suitable to meet their needs.

HUD and the I' S. Department of agriculture. recognizing the interrelationship
of their respective housing programs as they serve rural small towns, regularly
cooperate to deal with mutual problems of housing policy and program adminis-
tration. Two years ago, this cooperation was formulied by the organization of a
HUDUSDA Rural Housing Coordinating Group to focus on increased housing
for rural areas. A major concern of this continuing inter-agency effort, which has
been broadened to include 0E0. is the implementation of specific program recom-
mendations to improve and increase housing program delivery in smaller. non-
metropol i ta n communities under 25.000 population.

The President's proposed executive agency re-alignment calling for a Depart-
ment. of Community Development provides a single Hom;ing Administration built
around the housing production and management functions now in Fyn and the
rural housing programs of the Farmers Home Administration. This would permit
for more effective coordinniiosa of these rural and urban housing programs with
'better sevicr resulting for hoth and rural small towns.
Tratcr, sewer. and waste treatment »ograntx

.Recommendation 10: "The Water and Sewer Facilities Grant and Loan Con-
solidation Act of 1909 providing for HUD responsibility for administering for all
waste treatment NvorkR should lie enacted by Congress. The Economic Develop-
ment. Administration and the Appalachian Regional Commission should retain
authority to ma ke supplemental. grants."

This recommendation for grant and loan consolidation calls for Congressional
action. The four Federal agencies administering water-sewer programs (HUD,
Environmental Protection Agency. EDA. and Agriculture) have set up an inter-
agency committee to study various ways to coordinate all aspects of these Sepa-
rately authorized Federal water-sewer programs. A friar -wa v agency agreement
for uniform planning regnirements was developed dnring1971. To date, HIM and.
EPA have signed this agreement, drafted and approved by the full Inter-Agency
Coln iii i fire.

New Communities Program
Recommendation. 11: "HUD should encourage the development of new com-

munities in non-metropolitan areas. Such communities preferably should be eon-
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structed around existing seed communities with growth potential. Federal and
state officials should identify potential seed emnmunities through study tech-
niques similar to those used in this study."

The New Community Development Corporation Board has promulgated a policy
which would give priorities to types of new communities, such as small town
growth centers. which are under-represented in the list of applications and
pre - application proposals received to date.

Measures.have been taken to encourage or assist several major free standing
new communities in non-metropolitan areas which should have good chance of
success. The 1.7rbau Planning Assistance program has been used to assist the
State of North Carolina in undertaking the necessary regional and local plan-
ning for Soul City, to be located in depressed Warren County. The developer has
submitted an application. to HUD for guarantee assistance for this project, and
is completing arrangements for the required equity investment, A pre-applica-
tion proposal has also been submitted, with HUD encouragement, for a new
community of -Midland. Kentucky, winch is a free standing new community to be
built around a proposed multi-million dollar Corps of Engineers Dam and Forest
Service recreation facility. In addition, another pre-application has been sub -
nutted for Brier Hill, a free standing new community proposed for development
in Fayette County. Pennsylvania.

The developer plans to attract industry to Brier hill which is located in an
argil where there is substantial unemployment.

An initial planning study grant has been compieted for Pattonsburg, Missouri,
to demonstrate how a small town could become a new connr-''y. The town has
made initial contact with a qualified developer to undertake a new community
on the location near the Corps of Engineers reservoir which will force it to move.
The Department is continuing to provide encouragement and assistance so that
this project can move front.initial feasibility stages to a Title VII New Com-
munities Program appliCation. Two other pre-applications for small town growth
centers in Arizona and FlOida respectively are in the initial stage of review.

HUD has encouraged states which have expressed interest in balanced 'growth
studies and the creation of state or local development corporations which can
actively undertake now communities. including those developed in conjunction
with small towns in non-metropolitan areas. However, few states have followed
the lead of New York in creating strong deVelopment corporations. Several
states, such as Cali fornM, Michigan, Pennsylvania and Ohio are considering
similar state legislation.

Although it is recognized that our non-metropolitan areas and small towns
have n potential for new. town development, there are several key problem areas,
however. in implementing these broad policy guidelines. First, small town growth
centers often would have difficulty in qualifying for Federal assistance because
of the lack of capability of these small towns to plan something so complex as a
new- community. The developer obviously must have the financial, technical, and
administrative ability and background appropriate to the size and complexity of
the project. Secondly, the creation of a job base is obviously critical to the eco-
nomic feasibility of non-metropolitan new towns. However, it is virtually always
difficult to obtain _commitments from industry and other primary employers to
locate at the new town site at an early stage when financial commitments must
he entered into, pi, ices a high priority on this type of new community and
will continue to work with and encourage small towns with the potential for
new community development.

II. RCOM M EN DATION S FOR ict w P ROG RA MS

SM (In Community 1)orelop01e111 Prof/him
Recommemlution 12: "A Small Community Development Program should

be established as a demonstration .program for non-metropolitan communities
of 15.000 population and under which would provide grants of no to 100 percent,),
to finance needed eommunity development projects and programs. Eligibility in
a program would he limited to those communities with future growth potential
that could show limited local resources to finance the programs on their own."

With the exception of )hciion projects supported by Model Cities Program
supplemental funds, no program authorization exists under eurrent legislation to
make 100 percent grants to finance conmumity projects and programs in nqn-
metropolitan communities of 1.5,000 population and under. It should be. noted
that of the 150 Model Cities program communities, eight of the communities
participating are under 15,000 population.
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Enactment of the President's proposed rural development special revenue shar-
ing would permit full funding by communities of needed community development
projects and programs.
Public Facilities Program

Recommendation 13: "HUD should establish a program designed to provide
grants of fifty percent to communities under 15,000 population for the construc-
tion of administrative and public safety facilities. Supplemental assistance up to
an additional thirty percent should also be allowed in eases where more than
one of the local governments in a .community join together to construct a common
facility."

HUD has no legislative authority for a program of this type. Enactment, of-
the President's proposed general and special slatting measures will provide new
and unrestricted funds to be used us the states and beauties deem appropriate.

M. A DMINisrmerioN o' FEDERAL PROC It AA1

Small Tama Services Program
Recommendation 14: "The functions and responsibilities of the Small Town

Services program should continue to involve four major nrogram areas: (a)
informational assistance; (b) general assistanceand advice; (c) interagency
coordination ; and (d ) research."

Recommendation 15: "The Small Town Services program should be augmented
in order to be more effective in assisting small communities. Consideration should
be given to the establishment of the program function at the regional level."'

Recommendation 16: "The Small Town Services program should take the lead
responsibility in urging the development of a small community data system.
based upon the small community profile methodology designed for this study."

The community profile format calls for and outlines essential elements for
the comprehensive diagnosis of a small community economic, physical, social,
and governmental aspects. The study report points to the potential of utilizing
the small community profile as an analytical and technical/management tool
by HUD program officials (particularly at the Area Office level), states, a tea-
wide agencies as well as the small community itself for assessing local problems
and needs and identifying specific solutions. The profile methodology provides
a comprehensive approach to viewing the small community and often supple-
ments data required in HUD program applications. Comments received from,
HUD fiel.1 officials indicate a diveisity of uses for a comprehensive Community
Profile; e.g., supplemental and supportive to narrower program profiles, addi-
tional substantiation for both program and project needs useful to program
managers and their teams in working with a community. a guide for government
officials at all levels. and a fully documented statement. of problems and needs
as well as local resources available.

The Community Profiles developed by the study have been distributed to
each Regional Office as well as to each of the respective mayors for their use
and comment. To date, both the written and verbal responses indicate that
both communities and HUP would benefit if comprehensive Community Profile
guidelines were developed and issued.

Also, a, technique to utilize- the community profile rni.lhodology is spelled out
in the report. A "Classification Rani:lag of Small Communities" based upon a
factor analysis process can provide a HUD program administrator useful in-
formation in considering a community's grant application. He can use the
factor analysis data as a tool in making his judgment between application
for aid, It enables him to select that application that, presents the highest
indication of success, based on past performance of that community in handling
grants or other factors shown on the chart.

RecommPndation 17: "The Small Town Services program should concentrate
its efforts On communities of 25.000 population or less."

The Small Town Services Program, located in the Department's Office of
State and Local Management Assistance, is assigned the mission to provide
an improved focus and increased assistance for meeting small town honsing-
and commithity development problems and needs. One of its major functions
is to provide staff support and technical assistance in identifying and analyzing
the special housing and community development problems and needs of small'
towns and rural areas, and recommend appropriate action. A regional counter-
part staff to serve as a focal -point. for small town services and non-metropolitan
development matters has been provided In each of the Department's ten regional'
offices.
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Although no formal policy has been established to focus on problems of com-
munities under 25,000 population, the activities of this Office have been so
addressed. For example, HUD's participation with USDA and 0E0 in developing
and implementing improved rural housing programs, cited earlier in this report,
is an example of the focus being placed on rural areas and communities under
25,000 population. Also, the efforts of this program have been concentrated on
stimulating-, monitoring and evaluating various demonstration efforts and studies
that deal with the problems and special needs of the smaller communities of
25,000 population or less.
Program Application Reviews

Recommendation, /S: "HUD field offices should be instructed to conduct pre-
application conferences with committees especially for major projects such as
housing, urban renewal and water and sewer, prior to submittal 3f formal appli-
cations for funding. Conferences should be held in the applicant community and
not at the HUD field office."

Since the completion of this study report, the Department has established 43
Area Offices, throughout the nation, having comprehensive program review and
approval authority. The procedures in effect or ill the process of being updated
call for a conference with each community prior to the submission of a formal
program application. The decentralized Area Office structure facilitates the use
of the pre4ipplication conference technique in all instances where the community
is the applicant.

With reference to applications for housing projects, other than public housing,
these are usually submitted by private ;Tensors and are expected to comply with
the planning requirements of the local authorities. To invite small town officials
to sit in at a pre-application conference on such numerous housing project appli-
cations would result in further delays and reduction of the volume of housing
produced in smaller ..commitni ties.

HUD field offices are now negotiating "annual arrangements" with selected
individual communities, packaging Community Development and other HUD
aids in a coordinated series of programs 'most appropriate to meet locally-defined
Problems and priorities. This negotiation process enables the discussion of suit-
able programs with community elected officials prior to the filing of formal appli-
cations. Further, HUD is now developing a Project Selection System for .Com-
munity Development Programs which would enable a rirD judgment as to a
commimity's eligibility and priority for community development funds before
the submission of detailed technical information is required. This would avoid
the burden, particularly onerous on a small community, of preparing such infor-
mation for projects which cannot or twill not be funded.

Iv. STATE ASSISTANCE TO SMALL COMMUNITIES

Expansion of State Role in Assisting Small Communities
Recommendation 19: "The Federal Government should continue to encourage

the estilluishinent of Offices of Community Affairs in states which do not have
them."

Recommendation 20: "The Federal Government 'should encourage states to
assume greater financial responsibilities for assisting small communities in such
areas as technical and planning .assistance, housing, urban renewal, and other
programs aimed at rebuilding and revitalizing small communities."

A major vehicle to achieve these objectives is the President's proposed program
for general and specific reveille sharing. Through a general revenue sharing
and six special revenue sharing proposals, states and local governments will re-
ceive substantially automatic a'iocations of funds and thereby be given a full
share, in the task to chart the nation's growth and development. :In snnport of
these revenue sharing proposals, a new and broadened program for Planning and
Management Assistance to states, to area-wide agencies, and to localities was
requested for FY 1972 ($100 million requested $00 million appropriated). This
grant program wilt enlarge the 701 Comprehensive Planning Assistance Program
objectives by providing broader and more flexible state support for local govern-
ments to build their capacity to govern effe,:tively. Emphasis is planned on the
development and use of comprehensive manaement (not planning) processes.

Also, through use of funds under Section :11(b) of the Demonstration Cities
and Metropolitan Development Act of 1966, FYUTD has helped to support ten state
technical assistance offices concerned with s.tiii-ogthening the capability of local
general purpose government and relating sta ti:4nning and service delivery sys-
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terns to locally-determined plans and priorities. In the State of Texas, such HUD
support helped provide the stimulus for the creation of a cabinet-level department
of community affairs.
State Encouragement of Small Community Consolidation,

.14ccommentlation, 21: "The Federal Government should urge states to strongly
discourage the further proliferation of municipalities and provide financial and
other incentives to encourage either municipal consolidations or the transfer of
area-wide functions to regional agencies."

Increased emphasis on the creation and support of area-wide planning and
service districts to identify problems and priorities, and mobilize available re-
sources is, underway. Multi-county districts afford a new focusing device to
achieve more flexible and responsive smaller cornnu and non-metropolitan
governmental institutions and services. During FY 1971, $3.4 million in compre-
hensive planning grants were distributed by HUD, through the states, to log
non-metropolitan districts in 34 states. This is compared with $1.4 million awarded
to 61 districts in 13 states during FY 1969, the first year this program was
funded. As of June 30. 1071, 3S states In officially delineated area-wide plan-
ning and development districts: The potential of the regional or area-wide agen-
cies approach to provide new direction and solutions for small community con-
solidation or coordination is still largely untapped.

The Department has supported through its 701 grant program and Research
and Technology program various efforts designed to achieve community con-
solidations and area -wide improved public services. For example, a Research and
'Technology grant has been made to Technical Foundation, Inc. of the West Vir-
ginia Institute of Technology. designed to improve public services in some thirty
rural communities in the Upper Kanawha. Valley of West Virginia.

V. TIIE GROW I'II OF REGIONAL AGENCIES

Recommendation, 22: "I1TJI) should recommend to the Bureau of the Budget
that it 'should actively encourage state governments to impleinent provisions of
the Budget Bureau directives providing for common or consistent planning, and
development districts at the regional level. If conformance is not forthcoming
within a reasonable amount of dine, other means should be considered to produce
compl in nee."

Recommewlatim 23: "Hun should urge the states to delegate resnonsibility for
providing better coordination and the common use of resources where feasible
in each regional planning and development district to one of the local participating
agencies. The non-metropolitan planning, district or COG should be considered
for assumption of this role. Ultimate responsibility for coordination, however,
should remain with the states.''

These recommendations are being implemented by the Department primarily
through the revised Comprehensive Planning Grant Program Draft Handbook,
dated Septbmber 1971. Program policy is that whenever possible local assistance
and services should be provided through area-wide mechanisms, so as to gain the
benefits of a more desirable scale of economy possible with a common or shared
prolemional. staff at the a.reawide level. Also, the Office of Management and
Budget through its revised OMB, eirenlar A-95, dated February 9, 1971, spells
out guidelines for achieving improved cooperation with state and local govern-
ments through regional planning and service districts.

In summary, much useful data on smaller community development with recom-
mendations was presented by this study report. The Department has utilized and
plans to further consider the report findings. recommendations, and their impli-
cations for achieving sound small town development.

NOVE \HIER 1971/Revised MAncn 1972/FCD.

Mr. 1-Zon. That is all. Mr. Chairman.
Mr. KLUCZYNSKI. Mr. Finn.
Mr. FINN. Mr. Chairman, I have no questions. I just want to make

a short statement to explain the absence of the two minority members
of the subcommittee.

I wanted to assure you that Arr. Stanton and Mr. I-Tor-ton are both
involved with matters closely involved in what you are doing this
morning. Mr. Stanton is involved with the housing bill markup, and
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:Mr. Horton is involved with the Government Operations Committee,
in the markinp. up of the lerrislation in the Department of Community
Development. And I am sure tliey7;would have liked to have been here
otherwise. -

Mr. JAcksox. Thank you very much. We have great respect for
tliem, and we know how they support our programs.

my. Kt-Aron:Ns:1u. I want to thank you for the splendid testimony.
It is always a pleasure to have you before this committee. And thanks
again for the splendid cooperation.

Mr. JAcKso-.N. Thank you very much.
KLITCZI NSKr. The nest witness will be Mr. Alvin .Jones Arnett,

Executive Director, Appalachian Regional Commission.

TESTIMONY OF ALVIN JONES AR-NETT, EXECUTIVE DIRECTOR,
PRESENTING STATEMENT OF DONALD WHITEHEAD, FEDERAL
COCHAIRMAN, APPALACHIAN REGIONAL COMMISSION; ACCOM-
PANIED BY PAGE L. INGRAHAM, INTERGOVERNMENTAL
PROGRAMS

Mr. AnNE17. Mr. Chairman and Mr: Bergland, the statement is that
of Donald Whitehead, the Federal. Cochairman of the Appalachian
Regional Commission. am the Executive Director.

Accompanying me is Mt. Page Ingraham, who is Director of Inter-
governmental. Programs at the Commission.

Mr. Chairman: it is a pleasure for me to appear before this commit-
tee which is considering major Federal policies and programs relating
to rural areas and their implications for small business. The Appa-
lachian Regional Commission, since its establishment more than 6 years
ago, has been vitally concerned with the problems of rural areas andago,

need for economic development.
The region has a network of small- and medium-sized communities

and cities with only one major metropolitan area, that being; Pitts-
burgh. Central Appalachia., consisting of portions of Kentuck3r,- West

Virginia, and Tennessee, has one of the largest concentra-
tions of rural poPulation anywhere in the countryin fact it is one
of the densest in the United States. In the south..-,ra part of the region,
an agricultural economy is being increasingly affected by industrializa-
tion and urbanizat ion while in the no,. a coal-steel-railroad economy
is .-hifting to new types ui. Manufacturing and service employment.
IVe have been -faced with the problems of change in rural areas and
in small and large business which have had a profound impact on
the region.

One of the major characteristics of an area experiencing difficult
economic growth problems is the special impact on small business
which serves local 111 arkets and on rural areas where it becomes difficult
to provide an adequate level of health, education, and other services.
The findings of some recent studies, for example, illustrate the extent
of the slack that exists in service and retail employment. It was
found that an increase in industrial jobs does not necessarily result
in a corresponding increase in service and retail employment, this
meaning in small business jobs. This would indicate that existing
service and retail establishments are operating below capacity and
therefore receiving less return than they should. Another indication
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.of the particular impact on small business is the active and predomi-
nant participation in local industrial and development, organizations
by small businessmen. They know that their future depends on con-
tinued growth of the economy. Their livelihood is fixed by the local
market and they need a growing population and rising income level.

Another major characteristic of areas lacking adequate economic
growth is the disparity that exists between services and facilities avail-
able. in the rural areas and those in urban areas.

These disadvantages in educational and medical facilities and serv-
ices, housing, living standards and personal income are marked. Rural.
governmental institutions may be unable to respond and provide the
type of public services required. The small local governments are
frequently not equipped to undertake the planning and development
activities necessary to overcome their handicaps.

Our activities under the Appalachian Program have borne out this
ikxperienee and have shown that the best way to aid rural. areas and
small business is to undertake a. combined urban and rural develop-
ment program for the total economic growth of an area. The decision
to focus on total economic development. broadly construed, has al-
lowed the Commission to concentrate limited resources where they
will have the greatest impact while still responding to those needs of
people which affect economic growth.

Focusing on total economic development led to the adoption by the
Commission of a policy which emphasizes the concentration of in-
vestments in areas with growth potential or in areas having a sub-
stantial impact on a growth area. The policy recognizes that it may
be necessary. to provide health and education services in other areas
so that the people in more isolated regions, who cannot be served
e-ffeetively by facilities in a growth area, may nevertheless, receive the
health and education services they need in order that they may par-
ticipate more effectively hi soeigtpand the economy and thereby con-
tribute to the economic growth-Of -the area. By concentrating major
investments at selected locations it is possible to provide the necessary
level of services readily accessible to the surrounding rural hinterland.
Only by the effective application of.sta a policy will it be possible
to encourage centers which provide a level of services sufficient to
provide an alternative to continued migration to major metropolitan
concentrations. Such a policy can contribute to a more "balanced"
national developmentan increasingly sought-after objective.
,A number of Appalachian programs illustrate the impact of a

total development policy for both urban and rural areas. The local
development districts, which cover most of the Appalachian area
ant:' by the way. our Appropriations patronMr. Eyinssmiles down,
if only from a portraitthis-area covers the mountainous region from
Schoharie County in. New York to Kemper County in Mississippi, it
rims down the ridge of the Appalachian Mountains. So, it extends
almost from New York City to the Gulf of Mexico, with roughly 20
million people. These local development districts which cover most
of the Appalachia.n area, are an organizational embodiment of this
relationship. The planning and development districts provide an
area-wide forum within which rural and urban, public and private
interests can jointly develop programs to provide necessary services
and foster the economic growth of the area.
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Although the district organizations take a variety of forms. they
have in common a multi-county, multi-fuctional approach with pro-
visions for the participation of local governments and private citizens
from their. area,. You will want to contrast with what Mr. Podesta
said earlier about, the 250,000 limit for the EDA districts. Ours have
no such limitations. Ours have to be multicounty and multifunctional:
They carry on a wide and varying range of activities including: Plan-
ning for aettivide, development; assistance to local governments and
others in the de,.ch)pment of proposals for joint programs and proj-
ects and funding them; research and studies of iireawide resources,
problems and potentials; tecimical planning and research assistance:
review of grant-in-aid proposals; assistance and encouragement for
companies and :industries seeking to locate in the area; and, fostering
areawide cooperation and local cost-sharing of services. Local devel-
aliment districts we liken to 1.1. barn raising. It is simply the coming to-
gether of three, four, five, as many asthe largest district is 10 comi-
ties. isn't it?

Mr. INGRATIAM: About that, yes.
Mr. AT NETT. It's simply the pooling of small counties, tax-pobr

counties, to develop those areas. which done singly they could never
do. And coming together they sire able to have vocational schools, area
hospitals, and area airports. The districts in on the scene at the point
where they can be iIistruniental in developing programs and projects
which will contribute to ecdnomic growth while providing the neces-
sary services for both urban and rural people within the district.

Local development districts in a number of States have been particu-
larly active in specific development, programs and activities -within
their districts. They have frequently worked closely with industrial
development and tourist promotion- groups, although we are prohib-
ited by law from actually going after industry, that is, we cannot
proselytize, we cannot pirate. There is also an admonition in our law
that says we cannot fund production enterprises, that is, we cannot
provide startup money for industry. We have no business loans.

The districts provide a -unique opportunity 'for urban and rural
areas and representatives of government business and local citizens
to work together in. pooling the available. resources.. Most frequently
the districts serve a the facilitating agencies through which groups
and resouc can be brought together, programs can be developed, and
available assistance and resources can be most effectively used.

There are innumerable examples of the, ways in which the dis-
tricts -have, contributed to the potential for economic development.
I will mention only a few. The Duffield Industrial Center is being con-
structed along !In Appalachian Development Highway Corridor in the
Lenowisco Local Development District in Southwest Viroinia. It
illustrates the effect that, a local development district and high-
way corridor can have on the economic potential of an area. The project,
was located in one county and receives support from two other coun-
tierte,cause of its contribution to the whole, area. The local funding
was combined with funding, projects, and technical assistance from
the State of Virginia, the Economic Development Administration,
the Appalachian Regional. Commission, and Tv-A. .

Several local development districts have been instrumental in as-
sisting in the establishment of small business investment companies
to bring additional capital into their area. One of the recurring prob-
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lems in the Appalachian. Region has been the lack of adequate in-
vestment and development capital and the SBIC's, with the- sup-
port of local business, can help to fill this gap.

If I may add here, we did a study in 1969 that indicated that Ap-
palachia was a capital export region, that is, the bankers would
rather put their money in Treasury notes in San Francisco than
invest in mortgages in Magoffin County, Ky. We have indications now
that that has turned around. And that we are going to check, in fact,
by roing back and reassessing the situation, whether indeed Appa-
lachia continues to be a capital export region. We are hoping that those
1969 findings are indeed no longer so.

The Appalachian development highway systemand if I may add
here, the Appalachian program has been popularly characterized
as a highway program, a system of 2600 miles of highways which
has been designed to interlace Appalachia. If you will look at the
interstate system you will see that it well serves Washington, D.C.
and St. Louis, and that when 1-64 is built you an whip through Ap-
palachia quite speedily. But for the people in Bluefield and Beckley
and those other folks. in West Virginia, the interstate highway system
is indeed a very limited access highway system. The 2600 miles, in the
main, an interstate standard system has been designed to interlace
those interstate :roads in West Virginia, East Kentucky, Tennesseee,
and so forth. That system now provides a prune example of a program
which is designed to support a total economic development policy
affecting both urban and rural areas. It is almost the backbone upon
which the Appalachian program hangs.

The system links the major population centers of the Region
and serves the dual purpose of enhancing their potential for develop-
ment and making them more accessible as service centers for the sur-
rounding rural areas. New industrial locations within the Region il-
lustrate the effect of this policy. Forty percent .of new enterprises
locating in the Appalachian Region within the last five years have
located within ten minutes of development corridors and seventy-five
percent within a half an hour of thecorridors. But the corridors and
access roads not only serve a direct industrial location purpose. They
also contribute to the success of another aspect of the economic growth
policy. They can make specialized and more sophisticated health and
educational services and facilities more generally available and ac-
cessible.

In Appalachia, among the other problems, we have a terrain prob-
lem. Ground that it takes us 30 minutes to cover in the flat land takes
an hour and a half to cover in East Kentucky. And this affects the
health delivery system, the 'Mutational system, and every other en-
deavor that you try to plant on the landscape out there.

We are currently embarked on two new efforts to permit the Region
ito further capitalize on its highway investments. A new highway de-

velopment planning program has been estabilished by the Congress
this past year with the objective of as sting member States in pre-
paring action plans

the
programs that reinforce transportation in-

vestments, while at the same time protecting highway capacities and
enhancing highway safety. This type of planning will help to identify
feasible development, industrial commercial, and residential,at specific
sites and prepare development programs. It will provide the potential
for a development link between urban and presently rural areas. And
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there you will notice another link between what Secretary Jackson
just said a ieW moments ago.

The development of viable, economically feasible, rural trans-
portation systems is another particularly challenging.aspect of the
economic growth policy described. Rural transportation systems can
provide, a vital link in making health and education services avail-
able and in providing access to stores, shopping, centers, and jobs.
Howeve, we have found that the economics of rural systems present
major problems which require imagination and dedication to solve.
We are only beginning to explore the possibilities in this area of
development. We are working with several local development dis-
tricts to assess their problems and potential and undertake demon-
strations designed to test various cooperative approaches to rural
transportation.

A second major element of the regional economic growth policy
was the decision to assist in providing-health and education services
and facilities on a broad area-wide basis so that they would be avail-
able to those, who needed them regardless of where they live. The
basis for this decision was the need to- equip the residents of Appa-
lachia to participate productively in society and the economy as in-
creasing opportunities became available. within Appalachia. or else-
where for those who chose to leave. Meaning, in. the Appalachian
ghettoes of Chicago, for instance. you should not have a large stream
of people coming in from East Kentucky, now, to people those ghet-
toes. If indeed they do choose to go to Chicago, or to Minn. apolis, or
what have you, they should be able to compete on an equal footing
because of the technical and vocational educational .plant and Sys-
tem that we have set in place in Appalachia over the past five years.

As my earlier reference indicated. the local development districts
and other area-wide agencies. particularly health demonstration coun-
cils and regional educational service agencies which receive assistance
through the-A-ppalachian Program, playa vital: role in the success
of area -wide efforts. Iris-Within the district and regional agency
framework tluit services can most effectively be made available to
those who need them in outlying- rural areas. A number of examples
of the potential presented by-this approach could be described. and
T will confine myself to just a couple.

The provision of health services throughout their area has been a
major (Neel-ire of the health demonstration programs. This has in-
cluded the addition of more senility accessible new clinics and the use
of mobile equipment. They have also included home health services as
an alternative to acute care bed service and have focused on dental
services for school -age children.

A major locus of the education program has been to improve voca-
, tional and technical education. throughout the area. A. specific ob-

jective u-as to increase the relevance of education to jobs available in
order to better meet Appalachia's manpower needs. A significant con-
tribution of the program has been its emphasis on relating the courses
of instruction to the actual job mirkpf. Studies show that in 1066
npnroximatelv (12 percent of those taking vocational training in Ap-
palachia were stnaving for occupations making up only 5 percent of
the -lob market. That means that 57 percent of the kids in vocational
schools were being trained for the welfare rolls.
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Now, SO percent of all students in Appalachia-assisted schools are
training for job opportunities reflecting national, regional, and sub-
regional emPloynient projections.

The regional education service agencies make it possible for a num-
ber of school districts to join together in area cooperatives to share
the costs of certain types of school services, teaching capability, and
occupational information .and guidaiwe'that they could not, have af-
forded if they went at it alone. The- comparison here is like a con-
solidated high school. Rather than consolidating bricks and mortar we
consolidate services over several counties, special art teachers, French
teachers, special reading programs, and what have, ymi.

'Let me emphasize again the nerd to view urban and rural develop-.
ment as part of a total growth policy. Looking at rural areas in isola-
tion or at only one -facet of industrial and commercial growth will
not suffice. Let me illustraterEarly in the last decade, Kaiser Alumi-
nim a very public minded company, located a plant employing over
3,000 persons in one of the Appalachian States. It was assumed that
this would have a major effect on the future of the area. However, in
fart, employees commute, to that plant from 27 counties in two States.
The impact of the payroll is so dispersed that it has not contributed
to the location of needed health, education. and public facilities with -
in the area. Although the plant provided much needed employment:7as
location resulted in less than maximum impact, and this is where we
come to the problem. o f growth centers.

We have to be concerned with a, multiplier effect of whatever we do.
We have to do those things that will call in, or draw in, or serve, as,
a lodestone for additional investment: We have to deal in concentra-
tion. And there, is r critical massthere is that threshold level
where, in putting together health activities, educational activities,
transportation systems or what have you, things start to click. Rostow
used the term "takeoff point". And there is that It is not a readily
definable and identifiable point. But there is a place at which towns,
localities. do indeed take off.

What happened in this Kaiser location is that the effort became
sort of diffused, you had a plant there. and the people commuted in
from as far away as GO or 70 miles to work in that plant.

In conclusion. our experience has shown that the, problems of rural
areas and small businesses in regions lacking adequate economic
o-rowth are but one aspect of the total social and economic structure.
Small businessman operate at less than adequate levels and rural
areas are, not provided with needed services, facilities, and oppor-
tnnities when the potential for growth is lacking, and they are iso-
lated from an area providing such a, potential. The total economic
welfare of an area, both urban and rural, and small, medium, and
large businesses, must be considered.

Let. Me, urge then'. that the problem of small. town and rural America
in relation to small businesses be viewed in the broader context of a
coordinated growth policy addressed to both urban and rural areas
so that a level of services and facilities necessary to inidergird eco-
nomic growth can be provided. We. can thereby develop alternatives
to continued conc.entmtion of more and more people in larger and
la rger inetropoli tan areas.

Thank you.

135



131

Mr. BERGLAND (now presiding). Thank yeaf very much, Mr. Arnett,
for a comprehensive and rather encourkiing report.

Could you state for the ben.eit of this committee and the record.
how many regional commissions are now in existence in the United
States?

Mr. ARNETT. Well, there is only one like ARC There are five oth-
ers, the, so-called title V Commissions, one for the New England Re-
gion, one for the Coastal Plains. one for the Ozarks, and one where
the four corners out in 'Utah, Arj.zona, New 1114.ico and Colorado
meet, and-the Upper Great Lakes.

Mr. BEncLAND. To what extent do they differ from yours? In that
they are authorized under title V, are they more limited than yours?

Mr. ARNETT. They are limited principally by money and operation.
Whereas we operate on a budget, for instance this year of $302 million,
they operate on a level of about $4.5 million a year, I believe. And
they also operate within the Department of Commerce, whereas Mr.
Whitehead, whose statement 1: read here, represents the President and
reports directly to him. The Appalachian Commission is indeed a full
partnership between the 13 Appalachian States and the Federal Gov-
ernment. Mr. Whitehead's opposite number for this 6-month period,
the States co-chairman. is Governor Holton of Virginia. For fire next

months. after July, it will be Governor Carter of Georgia. The
Commission operates that budget of $302 million, which breaks clown
$.180 million for highways, and $122 million this next, year for non-
highway, health, education, airports, and what have you. It also oper-
ates the program with a staff that is sort of an institutional her-
maphrodite. neither State nor Federal, 105 people paid 50 percent by
the Federal Government and 50 percent by the State. That is the only
place that that takes place in the Government.

Mr. 1.3Enotaxn. It is apparent that chairman Evins. through his
power_ on the Appropriations Committees, has served the Appa-
lachian Regional Commission.

Mr. ARNEY.r. That is right.
Mr. BERGLAND. Would you describe. for me, not being familiar with

it, what your regionaland may I say that most of the district I rep-
resent in Minnesota is covered by the Upper Great Lakes Commission,
and I am encouraged by what they have, started, they have just
begun some. clay I hope they will be able to be effective as you have
been in serving your area but can you tell me how the Appalachian
Development Highway System operates? Do you have highway
money?

Mr. ARNETT. Yes, sir.
Mr. BE-noLAND.Do you complement the Federal interstate highway

system?
Mr. .A.RNErr. Yes. The highway system was designed in 1065, in-

deed, to complement the interstate highway system. Our highways are
not built with interstate higliway trust fund moneys, the moneys come.
directly from the general revenue, right out of an appropriation. It
has run over the past. 3 or 4 years roughly at this S1S0 million
ficrure that we are at this year. Roughly 30 percent of the system is
compl eted. is in place.

One of the glorious stories that we can tell is that there has been
some rather fantastic industry location along those highways. We have
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a rather poor county just a short way from the county that I was born
in in East Kentucky, Wolfe County, at. the continence of an Applachia
corridor and another good highway where Control Data has estab-
lished a plantemploying better than 300 people. At the confluence of
another, American Standard has established a plant employing better
than-100 people to do some rather sophisticated plumbing work. Bette!
than -100 plants have located at or near those highways since we started
putting them down out there. And \\ c are still probably four years
away :eroin completion of the.system.

don't know whether yon hare ever driven on _a -West Virginia
highway or not.

Mr. li-EneLAND. I have 12 years affo. And I vowed I would never go
back.

Mr. AnxErr. It is mucli like that now. But what we are really doing
is straightening out the hairpin turns so that you can get from Mor-
gantown to Charleston and Charleston to Romney easier and faster.
One of the things that really held us back was that larffe trailer trucks,
large over the road trucks, could not negotiate. those highways. One of
the major east-west hiffhways, for instance, from here to Cincinnati
is route 60. _Viul it you get on route 60 between White Sulphur Springs
and Charleston, \Vest Virginia,von are going to Meet yourself coming
the other way an 1111 awful lot 'of those. turns. And it is.straighteninff
out those roads------for instance, for an area of Ohioand for those
who are worried about Appalachia. Ohio; Appalachia., Mississippi;
and Appalachia, New York, when we think about Appalachia we
ordinarily think of east Kentucky and southwest Virginia, West Vir-
ginia and east Tennessee, just the nice hard concerns. But the region
does extend over a thousand miles from .Schoharie County to Kemper
County.. But at any rate, the program, those things that we do in
health and education, pretty well hang on that transportation system.

One of the problems that we have in Appalachia is doctors. The
average age, of our doctors is about 57. Up until just recently there
were no young doctors coming in to replace them. Our medical. schools
tend, like, all medical. schools, to turn out. all sort of specialists. There
is a bias in medical schools against turning- out a black bag medical.
man. Once he -gets out of medical school, if he doesn't have those
ffleamiii,ff buttons to push, he is not considered to be 'in medicine. And
one of, the things that. We have done is put together groups. The
biggest problem with gettinp a young doctor in Appalachia is pro-
fession-isolation. The -University of Kentucky now has established a
Depart lent of Conmumity Medicine. For that course, 6 weeks or 0
weeks. whatever the boys have to spend in that course, they go to
Harlan and Hazard and Whiteshury. Ky. And. there are field proc-
essm. s out there. that the. Appalachian Commission funds.

Some of the fellows have become smitten with that part of the world
and the need out there. And what they really like is knowing that they
can g,o to Dr. Steinmanthey have a professor there to relate to, even
though they are 100 miles into the hills from the university. But it is
that. with extended, care units. and hospitals and emergency care fa-
cilities, ambulances, and so forth, that we could not make work unless
we had a decent. high-way system.

For critical cases they can get on one of our highways and have the
patient into a comprehensive hospital in Lexington in an 'hour or an
hour and 15 minutes, And before these highways went down it was
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just unthinkable to even consider something like that. But now all of
a sudden you can refer out and radiate out those things that were
tightly held.

You 1itow, the insulation and the isolation that was there has sort
of been exploded by the highway system.

And one of the things that we sort of rook on frontally back in 196
is, we were asked, 0..K;, are you trying to keep the Appalachians in
Appalachia., keep them from going to the Toledo's and the Young
town's and the A! iron's or what have you. Or should it be ARC policy
to train them. so that they can compete with the kinds from Youngs-
town and Toledo, and so forth, if indeed they, do, choose to go there ?
We sort of answered it both, -ivitys. If they do want to stay in jlppa
lachia, let's make that existence as good as possible for them by de-
,eloping these vocational schools and hospitals, and the other

amenities, the urban ainenities.
And this is where we come to critical mass. You just can't plop down

hospitals at every little Ipswiteh. One of the problems that we have
now is that you can't sewer every little hollow _hamlet. Appalachia is a
very densely populated place, but most of the towns are 1,100, 1;700,
,;100. You would in e ITect do strip mining to lay clown sewer pipe if
you tried to sewer them all.

Butt he decision was made earlier that we will not develop a policy
tOStalld in the way of out-migration. It is just that if the decision is
made to out-migrate then those kids will be just as well equipped as
anybody so that they will not be a 'burden.

And this is how we have operated for the past 6 years.
Mr. IlmaiLAxo. Would you describe the extent to which you use thiS

mobile equipment in health. are delivery?
i,k3iNETT. Well, there will be even more of it coming. PartiJarly

for black lung. The care of kids' teeth has been a very difficult prob-
lem in A.pparachia. We have had .mobile dental units operating par-
ticularly in central Appalachia. Even in east Tennessee each sum-
mer we use a TVA multiphitsic screening unit that they lend to us.
And the Appalachian Commission, in cooperation with Vanderbilt
University Medical School. goes into the Jell ico area of east Tennessee.
Clearfield, and puts on health fairs. There is a great nutritional prob-
lem. out there, and a 'fantastic educational problem, particularly with
mothers. And we simply try to carry the message, there is a better
way to feed your kids more nutritionally, hero is a better way to
cure for their 'bodies and minds. It is a very subtle thing that we do. 1,Ve
don't hit them over the head with a bludgeon.

One of the things that we are doing in this regard is that we have
put clown an educational television network in Appala(.hia, because
you cannot have centers for everything. For instance. it way hard
to have a 'Flemish-at program. in. Appalachia just because of the dis-
persion. You had a lot, of people, but not in those tight little centers.
One of the ways we accommodated that was a Itomestart program.
That was born at ARC. The I-Tomestart program has moved to fIEW.
and it is now a national program. It is one of the many we
have given birth to.

Wien Mr. Jackson was here, I was struck byyou were mentioning
FT-TA and the dearth of FHA subsidized loans in, the rural tu..eas.
You know, in West, Virginia it amounted to less than one percent in
1966 I understand. There was no activity to speak of at all. And there

138



134

was a, fellow who came to the Commission out: of the University of
North Carolina. School of Regional Planninp. named Fran Noravitz.
And he had a. gerth of a great idea. He said : "There is all sorts of
construction money, all sorts of federal subsidies, but what you don't
have in a rural area is a way to get to that money. You don't have land
lawyers, you don't have real estate. attorneys, you dont ha ve architects,
you don't have mortgage bankers, In other words, you have nobody
to really package tins. And there is no practical way to get to the
money that you know is there."

Fran, in 1967, I guess was successful. And a new program. welled
up out of the bowels of the Commission. It is now Section 207 of the
Appalachian Act.

A year later, I think, it became Section 206 in the National Housing
Act.

One of the things we do' is serve as a national laboratory. It is easy
to try things in this concentrated area, and then spin them off. For
instance, in our first year we had priority money for severing and
watering. That was back in the days of the FWPCA. before it be-
came FIVC.A. We were instrumental, with a little bit of proselyting
and cajoling on the Hillwe said, we -don't really need to attend to
the sewering and watering of every little Appalachian hollow if this
agency has enough money to do it. As a. consequence, a nice sizable
appropriation came. And there was no reason for us to have this pro-
gram. So we spun that one off.

When the Marshal College crashyou recall that, in Huntington,
West' Virginia, when it took out the football team over there? Land-
ing in most Appalachian airports is like landing on an aircraft car-
rier. You would think those guys would get hazardous duties pay or
flight pay just for coming into Charleston. Beckley, Huntington, and
so forth. Those airports in the main ale without approach instruments
including ground radar. And here you are 3,000 feet up in the air, and
even on a clear day the aircraft just seems to lower its wheels without
descending and lands. There aren't too terribly many clear clays be-
tween. October and May. For instance. yesterday was a cloudy day,
and all air activities closed down in West Virginia. There were Gov-
ernors who got trapped in White Sulphur Springs, they could not get
out because of the foul weather.

A special program has been developed to enhance the safety of
those airports through the Appalachian program. Companies will not
come in because they cant get management personnel in there except
by long, horrendous car-iades. They have -no trains any more to speak
of. And they won't take atus. So, unless we upgrade those airports
we have a terrific problem.

Mr. REtzarNo. Counsel; any questions?
Mr. ROE. Thank you. Mr. Chairman.
Let's get back to what Mr. Berland was talking about earlier in

reard to the various regional commissions or similar organizations
in the country. I think the Appalachian Regional Commission is a
very good example of what this type. of organizational structure can
do in rural America. I would like your comments on whether our-
approach to rural America and its problems can probably be met with a
tremendous amount of success by using this Commission approach. In
other words, you have outlined here in detail the great number of
achievements of the Appalachian Regional. Commission. Why couldn't,
say, the .rpper Great Lakes Council and others be expanded, perhaps,
along this same line, and furnish the same kind of programs?
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Arr. ARNEIT. I am an awfully biased witness.
Mr. Rou. I would like your honest opinion.
Mr. AnNun-r. That is what you will get. I guess Secretary Podesta

used the word "coordinating" when you asked him about the GAO
report. You don't coordinate without money. That is the crux to
coordination. Whoever has the money coordinates, it is just as simple
as that.

In the Upper Great Lakes you don't. coordinate much with $4.5
million. It is money that is in such a .miniscule denomination that you
can't even concentrate it and get an impact.

One of the other problems with the title V approach in my biased
opinion is that you have it seated in, couched in, a department.
Secretary Jackson spoke about DCD. As you know the Appalachian
Commission is not a party to that. There was a special reonest to pull
ARC out of a community development bill. We. thought that it would
strap us. The 13 Governors thought that it would have an inhibiting
effect. I wouldn't even deign to speak to the pulling together of other
programs. But you almost ha VC talook upon the Appalachian program
sort of as the Federal grant-in-aid system in mierocism. We are every-
where. It is a piece of preferential treatment, just as Mr. Podesta said,
about those EDA investments. It is not in lieu of or in substitution of
other agencies' money, it is over, on top of. And that is exactly what
the Appalachian program is.a.lt about. It is a piece of preferential
treatment, to bring that lagging area up to a place where it is not a
drag on the nationalreconomy.Hopefully. we will reach at some point
where Appalachia does not pull down G'.NP.

Mr. h.01,2. This could be put throughout the country, could it not?
Couldn't you divide the whole country into rural areas outside the
SMSA's?

Mr. A.nxErr. You have the beginning of a Blatnik bill on this side to
do rouclily that. You have the Montoya bill on the Senate side to do
roughly that. I indicated that the staff was an institutional her-
maphrodite. There are advantages in that. The most important devel-
opmental decision that. any government unit can make. is made at
and that is the allocation of moneys. If you. don't have that decision you
really don't have much.

Mr. RoE.And your Commission is the only one that has it?
Mr. ARxm'T. That is right.
Mr. Ron. Not even the Ozarks Commission?
Mr. Anximr. No. The appropriation comes to the President for ARC,

and he delegates to his manDon Whiteheadthat amount of money.
And there are all sorts of programs. There is a slug of money set aside.
for vocational, educational, and another piece for airports. another
piece for supplementals, another piece for health, and another for
child development, and so forth. But once you get beyond those pro -
Lirum areas, the.. Governors and the Federal cochairmen come to-
ptner, and together they allocate their money. And the. sense of re
gionalism and give and take is there. For instance, a particular State
needs a thrust in vocational education. some of the other States will
trade moneys with them so that they can have sonic other kind of money
that. they .mighthave. a greater need for:

For instance, if Pennsylvania now has its landscape pretty well
filled, with vocational schools. Maybe the greater need for them now. is
for supplemental funds, the sort of omnibus money, the 214 money, we
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call it, that we can put on top of other funds. They have reached that
level of need so that they have to be flexible, they have to be able to
pop a hospital here or an airport them. That flexibility does not come
with the arrangement that you now have .under title V. For all in-
tents and purposes it is a departmental program within the Depart-
ment 'of Commerce:-Youlust-don't get that give and take and head
banging and tradeoff you have the parties coming together as
equals. And this is exactly what the States and Federal Government do
at the Appalitchinh Commission.

Mr. Roc. Just one short-question, if I may, Mr. Chairman, and then
I will conclude.

Have any of your funds been placed in budgetary reserve and im-
pounded by OMB?

Mr. Anxgrr. Only a special piece of airport moneyand it was not
an appropriation, it was a contract authority.

Mr. -ROE. But your appropriated funds have been untouched?
Mr. ARNETT. Untouched.
Mr. ROE. And you have been able to administer those ?
Mr..AnNETT. That is right.
Mr. Rot:. Thank you, Mr. Chairman.
Mr. BnizonavxD. Mr. Film ?
Mr. FINN. Just. a couple of questions, Mr. Chairman. And, of course,

I want to make a little
I support the shock that conies to someone from an urban area in

driving to West Virginia. I .vas fortunate enough to work fora Federal
judge in West Virginia for a-couple of years. I lived in Elkins. Every-
thing was so favorable with the job that I arranged nearly all of it
by telephone, with an interview elsewhere. It was it shock to my wife
and I when we headed east to Elkins.

Mr. AR-NETT. You were in the beautiful part of the State.
Mr. FINN. This was the southern part of it. I have not been back

since 19.67. I am delighted to hear that road development is going on.
It is such a beautiful area that it seems to me it would have fantastic
potential for tourism. I wonder if you could give me any statistics or
measurements on any growth that you have seen in tourism in respect
to road development?

Mr. Auxin-T. Yes, indeed. In fact, what we could do is give you the
piece on that that we supplied for Chairman E vins at the Appropria-
tions hearing, we -would be -Very happy to. For instance, you were in
the area of Davis, West Virginia, where there is a ski resort now. As
soon as it is completed, highway corridor H, you can get out of here
on Route 66 at the Beltway and go screaming into Parl':ersburg, West
Virginia., no more to and froing on narrow West Virginia highways.
And this highway is well underway also.

Mr. Fixx--. When you were talking about airports, too, you reminded
me of the' little airport outside of Elkins where on occasion they called
for people throughout the community to bring-out their cars to turn
the headlights on the runways.

Mr. ARNETT. That is right, and light up therunway.
The President went over there for the Forest Festival, and landed

a.t Elkins. And I understand the screams can still be heard from the
tires on the plane trying to keep from. going over. They had to take a
small plane. I was amazed that they didn't take a helicol)ter. But the
Elkins airport is dilficuilt.
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Mr. FINN. Can you help me a little bit with understanding the
statistics on page S, where you talk about the vocational tra,ming.
Earlier you mentioned people being trained for occupations making up
only 5 percent of the job market.

Would that be the local job market?
Mr. ARNETP. Local and national. What had happened up to that

point in vocational education is that they were mostly agricultural
students. And there just aren't that many agricultural jobs; less than
5 percent in those particular callings. The fellows were agricultural
mechanics, fixing tractors; and they were in landscaping, and this,
that, and the other thing. And you have to remember, vocational edu-
cation, just until the last 5 years or so, has been pretty well con-
trolled by the agricultural interests. The ouys who went to vocational
school in the -main wore FFA. jackets, and the girls were all in home
economics.

Now, for instance, the closest county in the Appalachian Region to
us here is in Washington County, Md.. Hauerstown. just as you begin
to hit the mountains out there. The Washington County area voca-
tional school has courses as sophisticated as magnesium welding. And
the guys are employed at Sparrows Point, they leave Hagerstown,
and they are well equipped for good jobs at the shipyards, and what
have you. And they have a food course out there. They have graduated
three classes and most of those three classes has been hired by Stauf-
fers, the fancy WI:limier concern, and all of them have 'very line jobs
now.

Mr. BERGLAND. I am confused. May I introduce a point here?
You are preparing these young men for out-migration?
Mr. .1-11INErr. No, I say either for out-migration or for staying at

home.
Mr. BERGLAND. Earlier in your testimony you indicated that part

of your thrust was to prepare people to go-out and be fit to compete
When they went.

Mr. AnmErr. That is right.
Mr. BERGLAND. Is this kind of a central theme of your undertaking,

or is this a.parallel part of your program designed to, to prepare for
out-migration on the one hand and on the other to prepare them for
as many jobs in the community as possible.

Mr. ARNIM% Parallel trackson the one hand we hope to,.,so en-
hance the attractiveness of Appalachia that those industries will come
in that indeed are coming in, and the folk that we do train there wilt
stay. But if they choose not to say, then they can go to the Baltimores
and what have you. Out - migration, by the way, between 1950 and
1960 was 2 million Appalachians out-migrated, the most massive
stream of humanity to move in the -United States in a given decade.
And I was one of them. I came out of Appalachia in that decade. In
the decade 1960 to 1970 that level was reduced to 1 million. And we
have estimates that in the last couple or 3 years we are in equi-
librium. And if we can improve that in the next couple of years, we
have really done something.

Mr. ROE. But you may get to the point where there is nobody left
to migrate out ?

Mr. ARNETT. I am speakinp. in raw numbers, 2 million 1950 to
1960, 1 million 1960 to 1070. But as we (Yet toward 1070in other
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worth, 1968, 1969, and 1970, there has been little out-migration. By
the way, there has been a great deal of in-migrationthe in-migration
was off settino. the out-migration.

Mr. FINN. is the population now increasing, or is it stable?
Mr. AR NETT. The population of. the entire region, J.-suppose, was

essentially stable.
Mr. INGRAHAM. That is somewhat misleading, because in the south-

ern part, the southern crescent, yOu are havino. some reakgrowt
growingsome of the most rapidly growin centers.

having
the totarfigure

doesn't tell you much because of the different population:Th,
Mr. FINN. West Virginia has lost a great deal. Is that still theascir2_
Mr. AR NETT. It isn't losing as much. It has definitely slowed.
Mr. FINN. 1 think you mentioned that 400 plants have come in in

some recent period and located at the confluence of these roads. You
talked about the unfortunately less than maximum impact of the
Kaiser Aluminum plant. Is that because of its location?

Mr. ARNETT. It was not located in the right place.
Mr. FINN. Can you tell us where it was located?

IMr. ARNETT. t was located near Ravenswood, W. Va.
This gets to the thing of what is a growth a ma. And you raise all

sorts of questions that have not been answeredwhere.is that take-
off point, where do you reach the point of critical mass. The Kaiser
location is an extreme example of what happens when you bring in
a plant with that number of jobs; 3,000 jobs in one plant in Appalachia
is a sizable plant.

Mr. FINN. The big problem is maybe its size, perhaps, rather than
the location?

Mr. AnxETT. Had it been at Parkersburg, up the river a little bit,
for instance, it would have had a much greater impact, we think. I
mentioned diat Kaiser was a phenomenally community-minded com-
pany. 1 wish I could remember his namehis last name was Cunning-
ham, a vice president of Kaiser. He found that the school bus routes in
Jackson County had not been changed in 20 or 25 years: They were still
going up hollows where there were no school kids any more. It was
just habit. lie changed the school bus system and a lot of other things.
But had that kind, of effort been in a location where you would have
had a greater number of other activities of that sort, then the maxi-
mum effect would have taken hold, it would have taken off. It is just
sort of like plopping a plant in a desert. I am sure the analogy would
probably be something like White Sands and sonic of those NASA.
installations that are so far away from communities that they are self-
contained, sort of like a military base. It means nothing to a miner,
for instance. to drive 25 or 30 mites a day to a mine head. It meant
nothing to the workers here to drive 40 and 50 miles to a nice job at
Kaiser. The needed critical mass never occurred.

Mr. FINN. Thank you. That is all. I have.
Mr. Rm. Mr. Chai rinan, just one thing.
On page 2 you talked about the findings of recent studies. Could you

supply copies of those studies for the record?
Mr. AnNErr. Sure.
Mr. HOE. Would that be all right, Mr. Chairman?
Mr. BERGEAND. Fine we will. receive those fur the record at your

con ye ni c
(The, studies referred to are reWined in the subcommittee file.)
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Mr. BERGLAND. Thank you very much, Mr. Arnett. I extend my eon-
crratulltions to Mr. Whitehead and your folks for doing what thinkIn
is a remarkable job in an area that had been given up on by some folks
in the country a lew years ago.

The meeting. will stand adjourned, to be reconvened at the call of
the chair.

(Whereupon; at 12:80 p.m., May 4, 1972, the meeting was adjourned,
subject to Call of the Chair.)
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APPENDIX

EXECUTIVE OFFICE OF THE PRESIDENT,
OFFICE OF MANAGEMENT AND BUDGET,

TVashington, D.C., June 1, 1972.
Hon. JOHN C. KLUCZYNSKI,
Chairman, Subcommittee on Small Business Problems in Smaller Towns and

Urban Areas, House of,1?epresottatives, 'Washington., D.C.
DEAR MR. KLUCZYNSKI : In response to your recent letter, enclosed is a listing

of budgetary reserves of funds, some part of which is intended for programs in
small towns and rural areas.

With some exceptions, enacted appropriations, limitations, and other funds
that we are required to apportion do not identify the programs, activities, or
portions specifically applicable to small towns and rural areas. To provide an
operational basis for constructing the requested list, we therefore found it nec-
essary to apply some arbitrary rules. For example, the items listed cover entire
reserves of appropriations or other budget accounts; it is not possible to sub-
divide within an account. Similarly, we have not listed programs that are na-
tional in scope, and that affect small towns or rural areas only i!,cidentally, be-
cause it is not possible to identify the amounts applicable to various regions or
areas under such national programs. The programs that are listed are limited to
those which impact predominantly rural areas or small towns. As a result, some
portions of the amounts listed may not be intended for small towns or rural
areas. Conversely, some specific portions of other programs may be intended
for small towns or rural areas but are not included here.

Governmentwide, budgetary reserves are largely temporary deferrals made in
the.. course of routine financial numagement pursuant to the requirements of the
Anti-Deficiency Act (31 U.S.C. 665). They could not be used immediately even
if released. Similarly, most of the current reserves in programs intended for
small towns and rural areas are in this category. These reserved funds either
(1) are clearly in excess of Immediate -needs, (2) are being temporarily held
awaiting the outcome of pending Congressional action that could affect their use,
or (3) are being withheld consistent Mth Congressional action. They are listed
in Enclosure 2 together with annotations to explain reasons for each of the
current reserves.

In addition to these routine reserves, there are four programs (one involving
several accounts) for which the currently reserved funds could be used if re-
leased now ; your letter mentions two of these. These reserves are listed in En,.
closure 1 and are all scheduled for release after June 30, 1972.

I hope this information will be useful to your committee.
Sincerely,

(Signed) GEORGE P. SHULTZ,
Director.

Enclosure,
(A1)

78-617 0-72vol. 1-10
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ENCLOSURE 1

FUND S IN RESERVE FOR REASONS OTHER THAN ROUTINE FINANCIAL ADMINISTRATION IN PROGRAMS
INTENDED PREDOMINANTLY FOR SMALL TOWNS AND RURAL AREAS

[In thousands of dollarsf

Account

Date of
original Initial Releases
reserve amount Current
action reserved Date Amount reserves

Department of Agriculture:
Farmers Home Administration:

Water and sewer. grants Sept. 9, 1971 58, 000 58, 000
Rural Electrification Administration:

Electric and telephone loans do 221, 900 Jan. 17, 1972 114, 900 107, 000
Soil Conservation Service: Employ-

ment reduction savings pursuant
to President'sdirective of Aug. 15,
1971(6 accounts) Mar. 6, 1972 8, 000 8, 000

Department of Housing and Urban Devel-
opment: Community planning and
management-New communities
assistance grants Sept. 10, 1971 5, 000 5, 000

ENCLOSURE 2

FUNDS IN RESERVE FOR REASONS OF ROUTINE FINANCIAL ADMINISTRATION IN PROGRAMS INTENDED
PREDOMINANTLY FOR SMALL TOWNS AND RURAL AREAS

iln thousands of dollarsf

Account

Date ui
original Initial Releases
reserve amount Current
action reserved Date Amount reserves

Department of Agriculture:
Farmers Home Administration:

Farm labor housing grants... __ Aug. 13, 1971 2, 963 Apr. 7, 1972 2, 963 0

Mutual and self-help housing
grants do 729 1 729

Direct loan account: Farm
operating loans (limitation)._ Sept. 9, 1971 87, 453 Apr. 5,1972 38, 000 2 12, 453

May 25, 1972 37,000
Animal and Plant Health Service

(Originally apportioned to ARS on
Sept. 9, 1971, before the reorgan-
ization which created APHS. After
reorganization this program was
transferred to APHS.) Dec. 30, 1971 3, 500 Feb. 8,1972 705 12, 049

Mar. 28,1972 526
Apr. 28, 1972 220

Agricultural Research Service:
.

Construction Sept. 9,1971 1, 570 Dec. 13, 1971 1, 500 3 70

Special foreign currency pro-
gram Aug. 30, 1971 352 1 35 2

Cooperative State research service__ Sept. 9,1971 4,600 Feb. 24, 1972 4,500 0

Extension Service Sept. 9, 1971 2, 000 Mar. 28, 1972 2, 000 0

Consumer and Marketing Service:
Perishable Agricolti.:;c1 Com-
modities Act___ June 24, 1971 14 Mar. 6, 1972 13 4 1

Consumer protective marketing, and
regulatory programs do 1, 011 do 161 1 850

Foreign Agricultural Service: Sala-
ries and expenses, special foreign
currency program Aug. 13, 1971 3, 087 Apr. 27, 1972 3, 087 0

Forest Service: Expenses, brush
disposal July 1, 1971 10, 617

Dec. 6, 1971 4 13, 170
Mar. 3, 1972 3 13, 303 1 13, 303

Restoration of forest lands and
improvements July 1, 1971 11 Dec. 3, 1971 5

Feb. 15, 1972 6 0

Forest fire protection do 80
Nov. 2, 1972 4 115 1 115

Forest roads and trails Sept. 3, 1971 401, 869
Mar. 2, 1972 4 402, 040 4 402, 040

See footnotes at end of table.
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Date of
original
reserve

Account action

Initial
amount
reserve

Releases
Current

reservesDate Amount

Forest protection and utilization:
Cooperative range improvement... Sept. 9, 1971

Agriculture Stabilization and Con-
servation Service: Rural environ-
mental assistance program do

Commodity Credit Corporation:
Administrative expenses Aug. 13, 1971

I, 910

55, 500

2, 814

Mar. 10, 1972

Jan. 11, 1972

Mar. 6, 1972

1,

55,

2,

286

500

814

1 624

0

0

Amount shown here is in excess of current estimate of 1972 needs. If conditions change and the funds are needed,
apportionments will be made.

3 Amount reflects balance of limitation held pending demonstration of the need for funds (legislation authorizing insured
loans is pending, having passed each House as part of other bills).

Represents residual amount of appropriation for planning that is not required for that purpose. Apportionment awaits
additional appropriation for construction.

4 Revised total.
5 Reserve reflects amount of available contract authority above the obligation program that was approved and financed

by the appropriation Congress enacted to liquidate the obligations.

[From Franchise Journal, January 1972]

SMALL TOWNS HUNGER FOR FAST FOOD

It is Saturday night in Smalltown, USA. The day's work and trading are over
and young field hands, mechanics, clerks, waitresses, students and other teen-
agers with no visible means of support but money in their jeans, hop into their
own or their friends' wheels and begin their weekly quest for the action."

More often than not, the search leads them past the city limits (Welcome to
Smalltown, pop. 10,110) and down the blacktopped highway to a larger town or
city where they spend the money they earned in Smalltown. Many remain in
the larger communities to find jobs that pay more and promise more opportuni-
ties than those in Sinalltown.

Meanwhile, as the sidewalks are being rolled up, the leading businessmen of
Smalltown huddle over coffee at the drugstore and hash and rehash the town's
most pressing economic question: "How do we encourage our youngsters to
spend their money in Smalltown?" And, in less materialistic terms: "How do
we encourage our youngsters to stay in Smalltown and contribute to the growth
of the community?"

The answer is usually the same : Smalltown needs new businesses which cater
to the youthful consumer's leisure dollars. The town badly needs a new movie
theater to replace the one that was destroyed by firefour years ago. It needs a
modern bowling alley to replace the four lanes in a dingy pool hall across the
tracks. But most of all, Smalltown desperately needs a modern restaurant
facility, a combination carryout and sitdown unit which would offer a more
varied and exciting menu than the old and cramped cafe on Main Street.

Smalltown, of course, is a composite, a composite drawn from the results of a
Journal survey of the fast food market, where the units are and, more important,
where they aren't.

The survey showed that, with a couple of notable exceptions, most fast food
franchisors have completely missed the boat by failing to penetrate a wide-open
market in cities and towns of 5,000 to 40,000 population. They have, instead,
concentrated their efforts in the larger metropolitan areas to such an extent
that many of the major cities are over-saturated to the point that "franchise
row" has become an eyesore to the city and a dollar drain on the franchisor.

That there is a market going begging in the smaller cities and towns can be
surmised by the response the Journal received from questionnaires sent to 1,087
chambers of commerce in 41 states. Of that number, 769 chambers, or 71 per cent,
repliedand replied promptly and positively.

Of jthe 769 returns, 628, or 82 per cent, stated there was a definite market
potential for a fast food restaurant or restaurants. One chamber manager in a
resort city whose winter influx swells its population to over 20,000 noted: "Please
hurry; we have the potential, but must now go to neighboring cities." The city
has no fast food takeout restaurants, franchised or otherwise.
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A breakdown of market potential by population shows the greatest need (26
per cent) in the cities of 10,000 to 19,999 while the least potential (14 per cent)
is in the cities with a 20,000 to 40,000 population. Towns of 5,000 to 6,999 and
7,000 to 9,999 showed a potential of 22 and 20 per cent respectively.

Eleven per cent of the cities and towns surveyed had no national or regional
franchised fast food restaurants. Again, the smaller communities showed the
most need (six per cent) while the larger ones showed the least (.5 per cent),

An interesting facet of the survey was a partial profile of how four major
franchise chains, Kentucky Fried Checken, McDonald's, Dairy Queen and A & W
have selected and concentrated upon certain population levels in which to mar-
ket their products (see accompanying chart).

Equally interesting is the plight of towns of 5,000 to 6,999 population which
are homes of universities, colleges, junior colleges or vocational /technical schools.
Of 130 such communities surveyed, 13 had no franchised fast food outlets and
another 13 had only one (see accompanying chart).

Again, taking KFC, McDonald's, Dairy Queen and A & W as representative
operations, A & W and Dairy Queen predominate in the smaller towns with
educational facilities and KFC is making inroads into the 7,000 to 9,999-popula-
tion college towns. KFC and Dairy Queen have the lion's share of the market in
the 10,000 to 19,999-population college towns while McDonald's concentrates its
activities in the more populous cities with educational facilities.

The results of the Journal survey were not surprising to anyone who has
traveled across America by car. He is confronted by a feast or famine situation.
In the large cities he is all but overwhelmed by the proliferation of fast food
restaurants offering almost everything under the sun. But woe to him who finds
himself in the average small, isolated town at dinner time.

What is surprising to some is. that the majority of the small towns surveyed
could support fast food restaurants tailored by the franchisor to the population
of the town. In this the age of the mini and the micro, it is incredible that more
major franchisors have not come up with "mini units" to cash in on the all but
untapped market outside the major metropolitan cities.

Judging from the notes and additional material enclosed in the survey re-
turns, Smalltown, USA, has the real estate, the investors the-management and
labor pool and, most important, the urgent need for modern, efficient fast food
restaurants. Filling this need could touch off a second and even more dynamic
decade in franchising.

lot
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Penetration of fast food outlets in cities and towns
with educational facilities

(University, College, Junior College, Vocational/Technical School)

5,000 7,000 10,000 20,000
Population 6,999 9,999 19,999 40,000

number of number of number of number of number of
restaurants cities cities cities cities

0 13 3 1 0
1 13 1 2 1

2 5 7 14 1

3 9 14 3
4+ 4 16 23

Market penetration of McDonald's, Kentucky Fried Chicken,
Dairy Queen and A & W by population and regions

5,000 7,000 10,000 20,000
Total U.S. 6,999 9,999 19,000 40,000 Total

KFC 33 60 169 144 406
McD 5 5 32 66 108
DQ 101 110 187 134 532
A&W 39 51 92 70 252

N.E. U.S.
KFC 1 1 6 2 10
McD 0 1 6 3 10
DQ 2 1 7 ,.

1 11

A&W 1 1 1 1 4

South U.S.
KFC 22 30 83 60 195
McD 3 3 16 34 56
DQ 42 36 67 54 199
A&W 3 5 17 12 37

West U.S,
KFC 8 . 21 51 60 140
McD 1 5 18 24
DQ 47 51 77 61 237
A&W 23 26 41 .39 129

Midwest U.S.
KFC 2 9 30 20 61

McD 1 1 5 13 20
DQ 10 20 37 17 85
A&W 12 19 33 16 80

14



(From Survey of Current Business, April 1972]

TOTAL AND PER CAPITA PERSONAL INCOME, 1971*

(By Robert B. Bretzfelder)

CHART 9
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U.S. Department et Commerce, Bureau of Economic Analais 72-4-1

The estimates of State personal Income were prepared in the Regional Economics
Division by Q. Francis Dallavallm Gordon Lester, Jr., and Steven Johnson.
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Total personal income in the Nation rose 6% percent last year, with gaing of
5% percent or more in each of the eight regions and at least 4% percent, in all
but one of the States. Nationally, consumer prices rose a little more than 4 per-
cent. The personal income gain in all regions and in 49 States and the District
of Columbia exceeded the increase in consumer prices so that the real purchaSing
power of consumers apparently increased at least moderately. The one excep-
tion was the State of Washington, where income rose 41/4 percent, about the same
as the rise in consumer prices. (Of course, there were areas with4n States where
income changes were so small that real incomes failed to rise.)

On a per capita basis, the largest gains in current dollar personal income
ranging from 8 to 13 percentwere in North Dakota, the District o.f Columbia,
South Dakota, Arkansas, New Mexico, and Arizona. For the Nation as a whole, per
capita personal income was up 51/2 percent from 1970 to 1971. In 44 States and the
District of Columbia, per capita income rose at least as much as national con-
sumer prices. in Minnesota, New Hampshire, Connecticut, Alaska, Washington,
and Montana, however, the gains in per capita income were at best about equal
to the advance in consumer prices.

1970-71 CHANGE IN TOTAL PERSONAL INCOME

The regions with the largest gains last year in personal income were the Rocky
Mountain (81/, percent), Southeast (81/4 percent), and Southwest (7% percent).
All three regions had very large gains in construction and Federal civilian pay-
rolls. The Rocky Mountain region also had gains in manufacturing payrolls that
were above national average, and the strength inthese basic industries led to
large advances in a variety of local service industries, including wholesale and
retail trade, the finance, insurance, and real estate group, and the transporta-
tion, communications, and public utilities group. In the Southeast, there were
large, gains in farming, raining, and manufacturing, and sizable advances in many
service-type activities. In the Southwest, there were also large gains in mining
and in local service-type industries.

Incothe increases were equal or close lo the 6% percent national average in the
Plains (6% percent), Great Lakes (61A percent), Far West (61/2 percent), and
Mideast (6% percent). The gains in all four regions were fairly evenly spread
among major income components, but there were particularly strong increases in
farming in the Plains and in manufacturing in the Great Lakes.

New England's income increased 5% percent in 1971the only regional gain
which was well below the national average. -Manufacturing wage and salary
payments and income from farming declined, and income from most service-type
activities went, up less than in the Nation as a whole.

Table 3 shows for each State and region the percent change from 1970 to 1971
in total personal income and in earnings from major industries.
State patterns
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The States with the largest 1970-71 personal income gains, ranking from 9 to 14
percent, were North Dakota, Arizona, Arkansas, New Mexico, South Dakota,
Nevada, Colorado, Tennessee, Utah, South Carolina, and Kentucky. In these 11
States, increases in earnings frOm most industries tended to be well above the
national average. Manufacturing earnings increased at least 4% percent in each
of these States, compared with a national advance of 2 percent. Among other basic.
industries, the gains in farm income were %ve:1 above the national average in eight
of the 11 States and the gains in Federal payrolls were %veil above average in
seven of the States. Construction payrolls increased more than the national aver-
age of 5 percent in all 11 States, and there were gains of 15 percent or more in six
States. Reflecting these advances, most of these 11:States had gains well above
average in the finance, insurance, and real estate group, in the transportation,
communications, and public utilities group, wholesaile and- retail trade, and serv-
ices. Personal income in the District of Columbia was up by more than 91/1 percent
last year, largely because of an advance of more than 10 percent in Federal civi-
lian payrolls.

At the other end of the scale, last year's income advance was relatively weak
ranging from 41/4 to 0 percentin Maine, New York, Pennsylvania, Minnesota,
Ohio, Rhode Island, Montana, Connecticut, and Washington. Farm income was off
in seven of the nine States, and manufacuring payrolls were weakoff moderately
or up only a littlein eight. Declines in manufacturing payrolls played the key
role in the weakness of overall income in Washington, Connecticut, and Min-
neSota, while the very small size of manufacturing gains limited the overall in-
come gain in Pennsylvania and New York.

INCOME CHANGE, FOURTH QUARTER 1970 TO FOURTH QUARTER 1971

A clear picture of the 1971 economic recovery and advance can be seen in the
regional and State inome changes from the fourth quarter of 1970 (the cyclical
low point) to the fourth quarter of 1971; the latter is the most recent quarter for
which State income estimates are available. Tu addition to the economy's recovery
from the recession low, factors influencing regional income developments over this
four-quarter span included : (1) recovery from the auto strike of late 1970; (2)
a sharp rise in farm income reflecting an increase in farm prices and a much
larger volume of marketings, particularly from the bumper crops of corn and
grain sorghums ; (3) a small decline in minning payrolls because of the strikes
in the coal industry during the fourth quarter of 1971.

As chart 9 shows, from the fourth quarter of 1970 to the fourth quarter of 1971,
income in the United States rose 71A percent. Gains well above the national aver-
age were scored in the Plains (93/4 percent), Rocky Mountain (8% percent),
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Table 1.-Personal Income and Selected
Components, IV 1970-IV 1971

(Percent change)

T01111
personal
income

Wages and
salaries in
manufactur-
leg, mining,

farming,
and farm

proprietors'
income

All
other

United Stales 7. 5 6.9 7.7
North Dakota 20.0 124.0 7.

Nebraska.... . .......... 16.1 50.0 8. 1

Arizona 13.9 14.1 13.11

Arkansas_ .. .. ..... . 13. 1 25.8 8.0
Michigan ... .. 12. 0 21.1 7.0
South Dakota_ ... ... 11.8 27, 1 7.7

11,11 23.8 7.4
New 5-lexica-.... 10.7 10.8 111.0

South Carolina.... ... ... 10. -1 10 4 10.4

Idaho__ 10.2 12.1 9.3
Utah 10.11 4.6 11.1

Hawaii 9. 9 11.3 9.7
Oregon 9. 7 10.4 9.6
Oklahoma 9.4 II. 6 8.11

Indiana 11.4 ' 04.8 6.E
Tennessee_ . --------------- 3 9.

Wyoming._ 9.3 5.7 9.5
Kiinsas 9, 2 17.2 7. C

,,O
0.2 13.3 8.1

Tfel aware.. .. 8. 8 13.8 6.7
Florida_ .. 8. 7 11.3 8.4
Minnesota.. 8. 6 12.6 7.4
Virginia 8. 6 3. 1 9.E

Nevada 8.6 2.8 9,

Alabama_ 8.2 5.8 9. C

Colorado____ . ..... .. 8. 2 5.4 8.11

Mississippi 8. 1 6. 4 8.8
Maryland 5.0 -.3 9.3
District of Colttinbia__ . 7,7 5.3 7.9
Kentucky ... ... .. 7.4 6. 0 7, 6

New Hampshire._ .... 7. 3 4.9 8. C

North Carolina 7, 3 5. 1 8. 3

Ohio 7.2 7.0 7.11

Maine 7.2 -1.3 8.1
Illinois_ _ ....... ... .. ._ 7. 0 7.4 6.0
Wisconsin 7. 0 6.2 7, 4

California 7.0 3. 8 7, 7

Louisiana.- .. . . ...... 6.9 1. 6 8.2
Massachusetts. ..... . . 6. 6 1.6 7.9
Rhode island 6.8 4.3 7.2
Pennsylvania 6.5 1.4 8.3
Texas 6. 5 -4. 4 9.3
Montana .. . ... 6.4 -1.8 8.3
5 fissouri .. . .. ... 6. 3 8.4 5.7
Vermont 6.2 2.2 7.11

New .fersey 5. 8 2, 1 r, i
New York__ ... .

_ _
o .., 1.0 1,0

Alaska . .. . 5.2 -11.1 0. 5

Connecticut. 5. I -1.5 7.4
Washington 4.9 0.11 6,0
West Virginia 1.7 -12.8 7,3

Cbt'fliCietit of variation 83.6 185. 1 17,6

Plains 5.7 15.3 0.5
Rocky Mountain_ _ . 8. 7 5.7 9.3
(irent Lakes.. 8. 4 II. i) 7.0
Southeast S. 3 7. 4 8, 6

Southwest 8. 0 0. 3 9, 9

Far West_ _. ........... 7. 0 3.8 7.6

New E it gland 11.2 1. 1 7, 7

Mideast. 6. 0 1.9 7.

Coefficient of variation 15.4 98.4 15, 8

Source: U.S. Department t of Commerce, Bureau of
Economic Analysis.

I



All

Great Lakes (8% percent), and Southeast (81/, percent). Farm income increased
in all four regionssharply in the Plains, Southeast, and Great Lakes, and more
moderately in the Rocky Mountain region. Reflecting both the rebound from the
auto strike and the general economic recovery, manufacturing payrolls rose more
than 10 percent in the Great Lakes, a gain twice the ikational average. The South-
east had a large gain in total personal income even though mining payrolls were
off sharply. There was a large advance in the region's farm income and above-
average gains in Government payrolls--an important income source in the
regionand in a wide variety of local service industries.

Gains in the Southwest (8 percent) and Far West (7 percent) were fairly close
to the national average advance. Income gains in New England (6% percent) and
the Mideast (6 percent) were well below average. In the latter two regions, manu-
facturing and construction payrolls showed only small increases and advances
in many service-type industries were well below the national average.

In 10 of the 11 States with the largest income gains, raining from 10 to 20
percent, there were very big increases in farm income; in the 11th Michigan
the key was the sharp recovery in manufacturing payrolls following the auto
strike and their further advance during the year. (See table 1.) At tile other end
of the scale, Income rose by 6 percent Cr less in six States. In all six, manufactur-
ing payrolls either rose little or declined somewhat. The smallest advance was in
West Virginia (1% percent), reflecting a sharp drop in mining payrolls because
of the coal strikes.

Mining payrolls declined also in Virginia, Pennsylvania, and Kentucky, appar-
ently because of the coal strikes, but other income components increased suPl-
ciently to offset the loss from mining, and personal income in allthree States
advanced at a pace close to the national average.

Percent changes in personal income income in each region and State from the
fourth quarter of 1970 to the fourth quarter of 1971 are shown in the last column
of table 2.
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[From Survey of Current Blisinees, April 1072]

STATE PROJECTIONS OF INCOME, EMPLOYMENT, AND POPULATION

(By Robert E. Graham, Jr., Henry L. DeGraft, and Edward A. Trott, Jr.)

The State projections presented here are one product of a joint pro-
gram undertaken in 1964 by the Bureau of Economic Analysis of the
Department of Commerce and the EconomicResearch, Service of the
Department of Agriculture to provide economic data for use in wa-
ter resources development planning. The program was initiated at
the request of the Water Resources Council and in large part funded
by the U.S. Army Corps of Engineers, the Bureau of Reclamation,
and the (then) Federal Water Quality Control Administration.
Later this year, the Water Resources Council will publish a five-
volume set of economic projections covering 173 economic areas, 206
water resources planning areas, and the 50 States.

The projections were prepared in the Service Branch. Regional
Economics Division of BEA by Lyle Spat; Steven-Txaneff, Eleanor
Curry, and Tasie Anton under the general supervision of Henry De-
Graff, Chief of the Service Branch, and under the direct supervision
of Edward A. Trott, Jr. Lowell Baby, Assistant Chief of the Division,
was responsible for the projections of the national aggregates which
formed control totals for the geographic disaggregations. Computer
programing was done by David Cartwright and Evelyn Richardson.
Many others in the Division played an integral role by furnishing
the economic measures requisite to the projections and by developing
certain of the analytical techniques used.

BEA wishes to acknowledge the assistance of the Economic Re-
search Service, which prepared the agricultural income and employ-
ment components of the State projections.

The State estimates of total and per capita personal income in this
report differ from the State series regularly 'published in the August
issue of the Survey on two counts.

First, these estimates are expressed in dollars of constant (1967)
purchasing power, whereas the regular State income series is ex-
pressed in current dollars.

Second, as with the regular State income series, the data in this
report reflect the State of residence of the population and of income
recipients and employees, but there is one major exception: the earn-
ing data in table 6 reflect the State in .zoltich, earnings recipients
work. The earnings data are presented on a where-worked basis be-
cause in water resources planning this is the preferred concept. Also,
data with which, to adjust earnings in each industry from a place-of-
residence basis are not available. Such an adjustment has been made
for total income, however.

The Bureau of the Census '-ablishea "Preliminary Projections of
the Population c,1 5.1!ates: 1975 to 1990" in March iff72 as Current
Population, Reports, Series P-26, No. 477. Those projections are
based on various asst!mptions about future patterns the compo-
nents of populationchange (fertility, mortality, interstate migration,
and net immigration from abroad). The assumptions, are entirely
demographic; no specific assumptions were made about economic
factors which, could influence future trends in the demographic com-
ponents of population change. In the projections presented here, the
emphasis is on economic projections, mainly personal income, and
the population projections are essentially a by-product of the in-
come and employment projections. In general, thc State population
projections presented here are reasonably close to those of the Cen-
sus Bureau.

(A16)
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This article presents projections of personal income, employment, and pop-
ulation, by States, for 1980 and 1990, These projections, as with all efforts to look
into the economic future, are based upon an extension of past relationships. The
methodology used for these projections has four characteristics which distin-
guish the results from those of a simple linear extension of trends at a summary
level.

First, the basic projections were made for 173 economic areas into which BEA
has divided the country, using criteria that make the areas especially suitable
for economic projection and analysis. The projections for areas that cross State
lines were disaggregated into the State segments required for reaggregation to
State totals.

Second, the economic area projections were made within the framework of pro-
jections of the overall U.S. economy. Projections of population, employment, and
income were made first for the Nation, then disaggregated-geographically.

Third, the projections are based on the assumption that people migrate to areas
of economic opportunity and away from declining areas. Accordingly, projections
of area income and employment were prepared first, and projections. of area in-
come and employment were prepared first, and projections of area population de-
rived from them.

Fourth, projections of income and employment were prepared for
were

of as
many as 39 industries in each of the 173 areas. Various methods were used to
make the projections, depending upon the individual industry's role in the area's
economy, However, the methods used insure that in each of the 173 areas the
industrial composition of projected income and employment constitutes an econ-
omy with an internally balanced structure. The fact that the projections were
prepared in industrial detail makes it possible for the projected economic path
of an area to depart substantially from past trends.
Nature of the projections

These projections are intended to be a best estimate of what can be expected
If there are no policy or program changes of unusual nature or magnitude, such
as the establishment of a large number of "new towns". The projections are nei-
ther a goal for nor a limit upon any given region's future economic activity. They
carry no connotation of desirability or undesirability.

Projections of this type can be useful in the assessment of future public and
private demands for goods and services. These include, for instance, demands for
physical capital related to energy and water resources development and pollu-
tion abatement, as well as needs for teachers, policemen, doctors, and workers
in other public and private service capabilities.

The projections also permit developing problems such as excessively slow
growth or low per capita incomes to be foreseen, so that corrective policies can be
adopted.

Furthermore, the projections can provide a framework for program evalua-
tion purposes. If a remedial or developmental program is considered for an area,
the projected economic activity in the area can be modified to reflect the expected
effects of that program. Comparison of the modified projections with the baseline
projections provides a quantitative measure of the effects of the program, posi-
tive or negative, in each region affected.

The first part of this article summarizes past and projected changes in State
income, employment, and population. Following that, there is a description of
the concepts and methods used in making the projections.

CHANGES TN TOTAL PERSONAL INCOME

Personal income in the Nation (expressed in 1967 dollars) is projected to in-
crease from $690 billion in 1969 to $1,663 billion in 1990, a rise of 141 percent.
State percentage increases range from a low of 93 percent in South Dakota to a
high of 213 percent in Nevada, with the increase in 25 States faP4ng within 10
percentage points of the national average.

The largest absolute increases are projected in California .and New York. In
New York, the large size of the increase$94 billionis mainly a function of the
present size of that State's economy, for the projected percentage increase is only
1:2.5 percent, compared to 141 percent nationally. California's projected increase
of $123 billion reflects not only the large present size of the California economy
but also a projected growth of 159 percentfifth largest in the Nation.

Other large gains, ranging from $46 billion to $56 billion, are projected in
Michigan, Pennsylvania, Ohio, Illinois, and Texas. The size of these gains is

78.617 0 - 7'2 - 11 1E4,
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mainly a reflection of the size of the economies of these States. At the other
end of the scale are increases ranging from $1 billion to $2 billion in Vermont,
North Dakota, South Dakota, and Wyoming. The smallness of these advances
mainly reflects the smallness of the States' economies, although there is also
the factor- that projected growth rates are below average except in Vermont.

From 1929 to 1969, there was a pronounced shift in the distribution of per-
sonal income from the northern and central areas of the country to the south and
west. In 1929, the residents of the New England, Mideast, Great Lakes, and
Plains regions together received 73 percent of the Nation's total income ; in 1969,
their share was 59 percent. The Southeast, Southwest, Rocky Mountain, and Far
West regions received 27 percent in 1929 and 41 percent in 1969.

The summary data in table 1 show that the shift was milder in the 1950-
69 span than in 1929-50, and that a further moderatiton is projected for 1969-90.

1 G1.0
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Table 1.- Regional Shares of Personal Income and of Population

1929 1950 l 1960 I 1990 t
Percent change In share

1929-50 1950-09 I 1960-90

Personal income

Northern and central regions. 72.11 13.tt SIAS 51.11 -12 -I -a

New England 6.22 6.56 6.31 6.27 -20 -4 -1
Mideast 32, 11 26.06 23, 64 22. 04 -19 -0 -4
Great Lakes 23, -62 22. 38 21, 04 20.86 -5 -6 -1

Plains 6.93 8. 86 7. 62 7. 22 -1 -14 -5

Southern and western regions 27.12 36.14 41.37 43.02 33 14 4

Southeast 11.63 15.22 17, 35 17.91 31 14 3

Southwest 4.96 6.54 7, 10 7, 24 32 9 2

Rocky Mountain 1.89 2. 24 2, 10 2. 14 19 -4 -1
Ear West 8.63 11.30 14. 17 15.12 31 21 7

Population

Northern and central regions 61.42 57.73 54.58 53.81 -6 -5 -1

New England 6.68 0. 13 3. 82 5.08 -8 -5 3

Mideast 23.17 22. 21 20.90 20.50 -4 -.6 -2
Great Lakes 20.66 20,10 19.82 10.89 -3 -1 0

Plains 10.89 0,29 5.04 7.51 -13 -14 -7

Southern and western regions 38.52 42.27 45.42 46.12 10 7 2

Southeast 22. 30 22. 30 21.59 21. 16 0 -3 -2
Southwest 7.38 7.53 8. 12 6. 13 2 8 0

Rocky Mountain 2, 30 2.45 2. 36 3 7 -4
Far Wes 0.67 0.33 12.74 13.93 40 31 9

1, Alaska and Hawaii Included In southern and wester,' total.
2. Percent changes calculated from data carried to one n ore decimal than shown.
3. Alaska and [[await are excluded from 1029 data. To ClehleVe comparability, they were excluded from 1950 data In cal-

culating percent change for 1929-50 period.

1(33
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The table shows each region's share in the Nation's personal income in 1929,
1950, 1969, and 1990, arid the percentage changes in these shares. The size of
the percentage change in a region's share reflects the size of the gap between
the growth rate of income in the region and the growth rate in the Nation asa whole.
Historical income changes

The 1929-50 shifts in the geographic income distribution wriien are snown try
States and regions in table 3, reflect several principal factors : the growth of
the western areas of the country in their role as economic frontiers ; the absorp-
tion into the main-stream economy of much of the historically underused labor
force of the Southeast. especially under the impetus of the demand caused by
World War II; the establishment of many military installations and their as-
sociated civilian activities in the south and west during the 1940's; the many
State efforts at industrial development which resulted in increased industrializa-
tion through much of the south ; and the large increase in agricultural incomeduring the 1940's.

The slowing of the shift in the 1950-69 period also reflects a variety of factors.
Federal Government payrollsmilitary and civilianwhich had played so
prominent a role in the economic growth of the south and west during WorldWar II grew at a rate only slightly above average over the next two decades. In
contrast, State and local government and service payrolls surged ahead in a"catchup" phase. Because the geographic distribution of the latter is much
more in proportion to overall economic activity than is the distribution of Federal
payrolls, their effect on income growth in 1950-60 was comparatively uniform
across the Nation.

Agricultural income, which had risen sharply during the 1940's under the
pressure of increase domestic and foreign demand, declined during the 1950's
and rose only a little during the 1960's. This sluggish performance significantly
slowed income growth in the south and west.

Income from textile manufacturing, which is of major importance in the in-
come structure of the Southeast, declined during the 1950's and registered a rate
nf . increase during the 1960's less than that of other industries. This limited
income growth in the Southeast.

The slowing of the income shift to the south and west, as a result of the factors
cited above, was mirrored in a slowing of the shift away from the north and
east. Another relevant factor is that New England's share of the Nation's in-
come dropped sharply during the 1940's but only slightly during the 1950's and
1960's as its economy shifted away from textiles and leather and into faster-
growing nonautomotive transportation equipment, research and development,
and educational activities. Also, as the national economy experienced the inflation-
ary pressures of the latter part of the 1960's, the economic resources of all re-
gions were used at near-capacity rates and this tended to diminish differences
in regional growth rates.

Two exceptions may be noted to the historical pattern of deceleration in rates
of change of regional income shares. The Plains' share showed a slight per-
centage decline in the 1930's and 1940's but the largest decline of any region
in 1950-69. In the Rocky Mountains, a sizable increase in the 1930's and 1940's
was followed by a moderate decline in 1950-69. In both regions, overall income
growth was relatively slow in the 1950-69 period, reflecting the decline of
agricultural income from its highs of the late 1940's and early 1950's.
Projections: regions with rising shares

The projections, shown in summary in table 1 and in detail in table 6, indicate
that the Far West, Southeast, and Southwest will continue to increase their
shares of the Nation's personal income. However, as shown in table 1, their
shares will grow at rates only about one-third as fast as in the 1950-69 period.
An important factor in this slowdown is that Federal payrolls are about twice
as important in these three regions as in other areas and contributed greatly
to the above-average income growth of these regions in the past, but are pro-
jected to be a slow-growth income source in the 1969-90. period. Military strength
is held constant for the projections and military payrolls increase only as aver-
age military pay increases. Also, Federal civilian employment and payrolls rise
at about the same rate as other types of employment and income.

Farm income, though greatly diminished as an income source throughout the
Nation, is still nearly twice as important in the Southeast and Southwest as
in the rest of the country. Because of this, the relatively slow growth projected
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for farm income over next 20 yearsonly two-thirds as fast as income from
nonfarm industriesiS another factor tending to dampen projected income
growth. in these two regions.

Nevertheless, income in the Southeast, Southwest, and Far West is projected
to grow faster than the national average in 1969-90. This is largely because of
continued rapid growth in manufacturing in most States of these regions (table
6). In the two southern regions a "catchup" expansion in service industries, rep-
resenting a -maturing or upgrading of the economic: structure, is an additional
factor, Also, in States such as Florida, Arizona, and California, immigration of
retired persons is expected to boost personal income. However, because the
income of a retired person is generally less than that of a wage earner or self-
employed individual, growth of per capita income in "retirement areas" will be
dampened.

Six of the 10 States with the largest projected percentage gains in income
are in the Southeast, Southwest, or Far West. These are Tennessee, Florida,
Virginia, Arizona, California, and Nevada. The other four are Utah and Colo-
rado, in the Rocky Mountain region; Maryland, in the Mideast; and Alaska,
not classified in any region because of its geographic separation from other
States.
Projections: regions with declining shares

Over the long run, income growth in the Rocky Mountain region has been
above the national average. However, this pattern was reversed during the
1960's as a result of agricultural developments, which dominate the growth
rate of income in Montana, Idaho, and Wyoming. The 1969-90 projection puts
income growth in the region slightly below the national average, so that the
region's share of the Nation's income drops slightly. Income from agriculture in
Montana, Idaho, and Wyoming is projected to grow at a much slower pace than
income from nonfarm industries.

In Colorado and Utah. however, a number of manufacturing industries .are
projected to expand at above-average rates, and metropolitan areas are attract-
ing a variety of economic activities that serve areas outside of the two States.
As a result, these two States rank ninth and tenth in the Nation-in f
the projected rate of income growth.

The projections show continued downtrends in the share of the Nation's income
going to the Mideast, Great Lakes, Plains, and New England regions.

The large, economically mature, Mideast region sustained the largest per-
centage decline in share in 1929-69 and is projected to experience the second
largest decline over the next 20 years. The situation is a reflection of both the
age and the economic maturity of the region, and it is not possible to single
out one or two industries as responsible. Income from most industries is pro-
jected.to grow at slightly below-average rates. This is due partly to the shift of
certain market-oriented industriesthose that tend to locate where the popula-
tion is concentratedto faster-growing areas in the south and west. Another
factor in the lag of the economy of the Mideast is the development in the newer
urban centers of the Nation of many of the financial, wholesale, and communi-
cations services previously performed in the large cities of the Mideast.

Projections for two States of this region, Delaware and Maryland, are counter
to the regional trend. Income in these States is projected to rise at above-average
rates. Tins continues the long-term income trend in these two States, whose
economic growth patterns tend to be more like those of the States to the south
than of those to the north. In both States, manufacturing provides the major
stimulus to projected groWth.

The Great- Lakes region has a large industrial capacity with emphasis on
durable goods production. Over time, there has been a gradual shift in the share
of durable goods industries away from the Great Lakes. This tends to leave
some excess labor and plant capacity in the region which can be drawn rapidly
into production. This excess was drawn on during World War II, in the postwar
durable goods boom, and again during the Korean and Vietnamese wars, resulting
in surges of income in the region that interrupted the secular downtrend. Should
Such developments occur in the future, they would again interrupt the projected
downtrend,

The projected decline in the Plains' share of the Nation's income is solely a
reflection of the dominant role of agriculture in that region. The share of agri-
culture in "export" industry earnings in the Phiins is 26 percent, approximately
three times its share nationally. "Export" industries, those that sell a large share
of their output to other regions, are especially important in the economic growth
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of a region. With farm Income nationally projected to rise only 10 percent be-
tween 1969 and 1990, in contrast to ii doubling of income from nonfarm "export"
industries, income growth in the Plains is obviously limited. The projected
1969-90 decline in the Plains' share of income is much milder than the 1950-69
decline. This reflects the reduced importance of agriculture in the economy of
the region. In 1950, agricultural income accounted for more than half of the
income from "export" industries in the Plains, in contrast to 26 percent in 1969.

The income growth lag in the Plains is concentrated in Iowa, North and
South Dakota, and Nebraska, States where farm income makes up from 38 to
60 percent of "export" industry income.

New England's share of the Nation's income has been declining over the long
run, but the shrinkage began to slow as early as 1950, as the region lost much
of its textile and leather manufacturing industries. By the 1960's the region's
income growth lagged only slightly behind the national rate, and its projected
growth from 1969 to 1990 is not significantly different from that of the Nation.
Projected growth for the three northern New England States is above average.
In Maine and Vermont, the margin is slight; in New Hampshire, it is substan-
tial. New Hampshire's projected gains are concentrated in trade and the services
and are due in large measure to the direct and indirect effects of the State's
growing recreation-oriented industries.

EMPLOYMENT PROJECTIONS

Employment projections are shown in table 6. Employment estimates covering
the entire Nation at the local area level are not available at this time for years
later than 1960. Because of this lack of data, state employment has been pro-
jected only on an all-industry basis. Projections of local area employment in
industry detail will be made upon completion of a local-area employment series
now being prepared by BEA on a place-of-work basis. Meanwhile, the industry
earnings components of personal income can serve, at least in limited degree,
most uses for which industry employment figures are desired.

In general, projected changes in total employment by State are closely cor-
related with those in total income. Minor differences between the behavior of
projected employment and of projected income are caused by the concentration
of retired persons, together with their income, in certain areas and because
transfer payments and property income expand in some areas at rates that differ
from the rate of employment increase.
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POPULATION PROJECTIONS

As described in the section on methodology, changes in area population are
projected as a function of changes in area employment, with special adjustments
made for "retirement" areas. Because projected employment changes are re-
conciled with projected changes in earnings of employees, and because earnings
form the bulk of personal income, there is a strong correlation between, the
projected ehanges in population and those in income.

As with the income projections, the projected population movements are gen-
erally in line with past trends. The only significant exceptions are in New
England and the Rocky Mountains (table 4),

New England's population is projected to rise at an above-average rate. The
region's population growth was below average during the 1940's and 19150's, when
the region was falling behind national growth rates in most economic measures.
During the 1960's, when economic growth in the region nearly equaled that in
the Nation, population growth was only slightly below average. During the
1970's and 1980's the region's population growth is projected to exceed the
national rate by a small margin as people are attracted to the above-average
economic opportunities of the region.

In the Rocky Mountain States, where population growth was above average
from 1929 to 1969, the projections call for growth slightly below average over
the next two decades. This stems from the relatively slow growth projected
for agricultural income in Montana, Idaho, and Wyoming. Slow income growth
means fewer economic opportunities, which mean less immigration and some-
times even net outmigration of population. Population projections for Individual
States are shown in tables 4 and 6.

PER CAPITA INCOME

In general, regional population and income growth rates both tend to deviate
from the national average in the same direction, although the magnitudes of
the deviations may differ a good deal (table 1). However, the observed tendency
for regional per capita incomes to converge toward the national average means
that some divergence does occur between trends in an area's population and in
its personal income. The degree of this divergence appears to be correlated with
the level of per capita income. Thus, in regions with above-average per capita
income, the population growth rate tends to exceed the national average by a
wider margin than does the personal income growth rate. In areas with below-
average per capita income, population growth relative to the national average
is slower than personal income growth relative to the national average.
Under both conditions, the per capita income of the region moves toward the
national average. The most striking examples of this occur in the Southeast and
Far West (table 2).

17i
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Table 2.-Itegiona! Per Capita Personal Income

Percent of national average Perceintvil,a
national

Inaif,.z relationerratudea t to

1020 1950' I, 1969 1090 1 1029 -503 1950-09 1989-90

Northern and central regions 118.85 110.60 107.40 105.69 i -7 -3 -2
Now England 123.11 108.07 108.20 101. 07 I -13 1 -3Mideast 138.55 117. 34 113.23 110,'23 -IS -4 -3Great Lakes._ 114.20 111.28 106. 24 104.57 -3 -5 -1Plains Si. Oct 05, 40 04.58 06. 14 110 -t

Southern and western regions 70.30 65.47 91.10 93.37 22 7 2

Southeast 52. 19 65.28 60. 24 64.55 31 18 6Southwest 67.21 56.68 87.50 60.07 20 1Rocky Mountain
Far Kest

SO. 05
129.20

97. 38
12007

87.117
111.53

90.62
106.58

14
-8

-10 3
-3

I. Masks and Bowan included In southern a Id westcri total.
2. Percent changes calculated from data card d to one more decimal than shown.
3. Alaska and Bowan are excluded front 11P9 data. to achieve comparability, tney were excluded from 1950 datain calculating percent change for 1929-50 period.

In the Southeast, personal income growth far outpaced the national average
from 1929 to 19W, but population growth was below average (table 1). As a
result, per capita income in the region rose from 52 percent of the national
average in 1929 to 80 percent of it in 1969 (table 2). In the Far West, by
contrast, income growth was well above average from 1929 to 1969 but population
growth exceeded the national rate by an even greater margin, and per capita
income in the region fell from 129 percent of the national average to 112 percent.

Continued convergence of per capita incomes is projected for 1969-90. This
can be seen in summary in table 5 and in detail in table 6.

CONCEPTS AND :METHODOLOGY

The projections presented here are based on an extension of past relationships
believed to have relevance for the future. The choice of relationships to be ex-
tended and the methodology for extending them are based on assumptions, some
of which are stated explicitly and some of which are implicit in the projection
methodology. The assumed. conditions are those believed to have the greatest
probability of realization. Thus, the -projections represent. an attempt, imperfect
though it may be, to forecast the economic future.

In general, long range projections are more likely to prove wrong than are
those made for short periods, and projections in detail are more likely to prove
wrong than those of broad aggregates. Accordingly, projections for 1990 are
probably less reliable than those for 1980; projections for a specific industry
in a specific region are probably less reliable than those for the same industry
nationally ; and earnings projections for a specific industry are probably less
reliable than those for total earnings or total income. By the same token, a
projection of the labor force at the national level for 1990 is probably quite
reliable because that labor force will be drawn almost entirely from to population
the size and age distribution of which are known, though projected participation
rates may be wrong. However, a projection of the 1990 labor force in a given
State is related not only to the current State population but also to future
interstate migration, and is therefore much less reliable than the nationalprojection.
Assump tinns

The projections are based on Milgrim_ or secular trends and ignore the cyclical
fluctuations which characterize the shortrun path of the economy. The general
assumptions that underlie the projections are as follows:

(1) Growth of population will be conditioned by a decline of fertility rates
from those of the 1962-1965 period.

(2) Nationally, reasonable full employment, represented. by a 4 percent un-
employment rate, will prevail at both of the points for winch projections are
made : as in the past, unerriployment will be disproportionately distributed
regionally, but the disproportion will he diminishing.

(3) At projection dates, there will be no direct effects on the projections due to
foreign conflicts.

1 2
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(4) Continued technological progress and capital accumulation will support
at growth in private output per manhour of 3 percent annually.
v(5) The new products that will appear will be accommodated within the

existing industrial classification system, and, therefore, no new industrial classi-
fications are provided.

(6) Growth in output can be achieved without ecological disaster or serious
deterioration, although diversion of resources for pollution control will cause
changes in the industrial mix of output.

(7) The composition of personal consumption will continue to change.
The regional projections are based on the following additional assumptions:
(1) The factors that have influenced historical shifts in "export" industry loca-

tion will continue into the future but the sharpness of the shifts will diminish.
(2) Trends toward area self-sufficiency in local-service industries will continue.
(3) Workers will migrate to areas of economic opportunities and away from

slow growth or declining areas.
(4) Regional earnings per worker and income per capita will continue to con-

verge toward the national average.
(5) Regional employment/population ratios will tend to move toward the

national ratio.
Projection procedure

The State income and employment projections were made in six major steps.
First, total national population, employment, GNP, personal income, and earn-

ings were projected. Second, the projected national output, employment, and
earnings were broken down into industry detail on the basis of projected trends
is industry shares of the national totals.

The third step was to allocate the projected industry totals of employment and
earnings to the 173 economic areas into which BEA has divided the country. The
methodology of this step for each area's "export" industriesthose that mainly
produce goods and services for export from the area to other areaswas different
from the methodology for the area's-- other industries, i.e., its "residentiary"
industries. Basically, however, earnings and employment in both types of indus-
try were projected by extrapolating past trends. The nonearnings components of
personal income were projected for each area by a method similar to that used
for residentiary industry earnings.

The fourth step was to derive area population totals from projected area
employment.

The fifth step was necessitated by the fact that many of the 173 BEA economic
areas cross State boundaries. In those cases, it was necessary to divide the
projected area figures into State segments. Sixth, the area projections were
aggregated to State totals.

The projections procedure is by no means entirely mechanical : At various
points in the process, it is essential that judgment be brought to bear, both in
estimating the future rate of change in the industrial composition and location
of output, and in checking the consistency of the projections. In particular, with
employment and earnings projected separately, it is necessary to review for rea-
sonableness the implied industrial and regional patterns of earning; per worker.

The decision to derive regional projections through the disaggregation of na-
tional totals instead of through the independent projection of each component
in each region is based on the assumption that the larger the economic area, the
more adequate and reliable are the available statistical measures and the more
reliable are the projections that can be made. This assumption applies also in the
decision to derive projections of industrial detail at the national level by first
projecting national employment, output, and earnings and then disaggregating
into national totals for individual industries. Of course, it should be obvious that
the disaggregation approach is also subject to substantial erroras is any
procedure for forecasting the economic future.
Gross national product

The initial step in preparing the national projections ivas the projection
of the gross national product. This was done by multiplying projected man-
hours worked by projected output per man-hour. The variables which entered
the determination of man-hours worked include the working age population,
labor force participation rates, general government employment (civilian and
military), and hours worked per year per man.

The Bureau of the Census has made several different population projections,
with the birthrate assumption the varying element. In light of all the factors
that could be ascertained in mid-1969, when the decision was made regarding
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the projected population to be used, the "C" series was selected. Of the five
Census Bureau projected population series, this one has the second fastestgrowth rate. It assumes a total fertility rate of 2,787 births per 1,000 women
in 1990, which is below the rate of 3,300 in 1962-65, but above the rate of2,111 per 1,000 which would maintain a constant population, and above thepreliminary 1970 rate of 2,472. The "C" series shows national populationincreasing from 203 million in 1970 to 270 million in 1990, or about 33 per-cent. The "E" serieff, -which projects lower fertility than the "C" series andfor that reason would be the choice of many persons today, is only 4.4 per-
cent lower than the "C" series in 1990.

The working age population, labor force participation, unemployment rate,and hours worked per man per year were each projected separately and the
best available expertise was utilized in each case. The population of workingage is, of course, a subset of the total population ; the labor force was de-rived by applying age- and sex-specific participation rates developed by theBureau of Labor Stastistics to the working age population. A 4-percent un-employment rate was adopted as representing full employment nationally.House worked per man per year in the private economy were projected to
decrease by 0.25 percent per year, compared to the post-World War II averagedecrease of 0.4 percent per year. The slower rate assumes that the "easy"
reductions in hours of work have already been made.

Output (real gross product) per man-hour in the private economy increasedat a compound annual rate of 3.2 percent from 1950 to 1968. The projection
puts productivity growth at a compound annual rate of 3 percent from ,1968to 1990. The projected rate is somewhat lower than the 1950-68 rate toallow for the fact that some part of the productivity growth in 1950-68 was
attributable to a massive movement from farm to nonfarm work which can-
not be repeated on a similar scale in the future. There is a variety of opinion on
the merits of using the 3-percent rate ; some forecasters would lower the pro-
jected rate still further because of the projected shift' in work force distribu-
tion away from higher productivity manufacturing to the lower productivityservice industries.

Private gross product was projected by multiplying private man-hours byoutput per man-hour in the private economy. Constant dollar government
gross product was projected in accordance with conventional national income
and product accounting proctice as the number of general government employees
times average compensation in the base year.

The sum of projected private and projected government gross product is
projected constant dollar GNP, which grows at a compound annual rate of 4
percent between 1968 and 1990.

Since measures of gross regional product have not been constructed, it was
necessary to translate GNP into measures which could be prepared regionally.
Personal income and earnings

The measures chosen for this purpose are personal income and its earn-
ings-of-persons component (the sum of wages and salaries, other labor income,
and proprietors' income). The. choice rested on three considerations. First,
personal income has a comparatively constant relationship to gross national
product ; second, its regional location is clear and can be measured with
current data sources; and, third, the methodology for preparing regional
estimates of personal income had already been developed.

Projected personal income was derived from the relationship between
constant dollar personal income and constant dollar GNP. A function was
fitted mathematically to past values of the income/GNP ratio and extended
to 1990. The projected 1990 ratio was applied to projected GNP to derive projectedpersonal income.

In a similar manner, the ratio of earnings of persons to total personal
income was projected and applied to projected personal income in constant
dollars to projected earnings in constant dollars.
Industry detail.

The projected values of three national aggregate measures were disaggregated
industrially. The three measures are gross product (which at the industry level
is gross product originating, or GPO), earnings of persons, and employment. The
disaggregation was into the 37 industry groups for which local area data on
earnings and employment are available. (When the final projections were as-
sembled at the State level, the 37 industries were combined into 28.) The dis-
aggregation was done by extrapolating 1948-68 trends in the industrial compo-
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sition of gross product, earnings of persons, and employment ; that is, each in-
dustry's share in total GNP, total earnings, and total employment was extrap-
olated and applied to the projected all-industry totals of GNP, earnings and
emplOyment.

The resulting projections of GNP, earnings, and employment for each industry
were then reconciled. The reconciliation focused on two major considerations.
First, projected industry GPO, earnings. and employment were examined in the
light of historical trends in the relationships among earnings per worker, GPO
per worker, and earnings as a percent of gross product. Second, those ratio re-
lationships for each industry were reviewed in the light of the'corresponding all-
industry ratios, to judge how well the projected data adhered to the empirical
observation that interindustry differences in darning per worker and GPO per
worker diminish over time.

The national projections of industry employment used the data on "persons
engaged in production" that-are calculated by BEA as an adjunct to the national
income and product accounts (table 6.6 in July issues of the SURVEY) . These data
are conceptually consistent with the series on gross product originating and
earnings. However, the "persons engaged in production" series is not available
on a regional basis. The only employment data with adequate industrial detail
now available for local areas are from the decennial censuses of population. It
was necessary, therefore, to convert the projected national industry employment
to the Census employment concepts. This was done by first eliminating govern-
ment workers from the various industries. The resulting 1960 Census employ-
ment figures for each industry were then extrapolated forward by the projected
change in the "persons engaged" series (1970 Census employment data are not
yet available for all States). Independently projected estimates of government
employment were then added to projected private employment in the appro-
priate industrie8 to yield national totals of employment for distribution to
economic areas.
Economic areas

Once projections had been made at the national level for output, earnings, and
employment by industry, the next step was to allocate the national industry
totals to subnational areas. This was done using the 173 economic areas into
which BEA has divided the country as part of its program of regional measure-
ment, analysis, and projection. Each area has an urban center and surrounding
counties where economic activity is focused, directly or indirectly, on the
activity of the center. Each area combines place of residence and place of work
as nearly as possible so that there is a minimum of commuting acros area
boundaries.

Each economic area has two types of industries. The "expert" industries pro-
duce goods and services that are for the most part exported to other areas, pro-
viding the earnings with which the area purchases the specialized goods and
services of other areas. "Residentiary" industries produce most of the services
and some of the goods required by local business as intermediate products and
by the household sector. Each economic area approaches self-sufficiency with re-
spect to its residentiary industries.

There is general similarity among economic areas in the interindustry rela-
tionshipsamong "export" and residentiary industrieswithin each area More-
over, these interindustry relationships within areas exhibit substantial stability
over time, although they do change as a result of secular trends and develop-
mental thresholds (points at which local markets for intermediate or consumer
products become large enough for local production to supplant all or a portion of
imports). These characteristics of similarity and stability make the BEA eco-
nomic areas superior for projection purposes to otheirgeographic areas delineated
in accordance with noneconomic criteria. For example, the relationships among
industries located within a single county may appear to be meaningless and ran-
dom. Such relationships would acquire meaning, of course, if data were avail-
able on the county's imports and exports so that total input requirements of each
local industry could be calculated. Use of the BEA economic areas for projections
and analyses makes it unnecessary to have such data for residentiary industries,
though export-import information is still needed for the "export" industries.
Local area economic measures

The local area economic measures used in the projections are population, total
personal income, earnings by industry of origin, and employment, by industry.

Estimates of total personal income, earnings by industry, and the non-earnings
component of personal income in each SMSA and non-SMSA county have been
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prepared by BEA for 1929, 1940, 1550. 1959, 1962, niul annually from 1965 for-
ward. These were aggregated to tne 173 economic areas. Estimates of employ-
ment by industry for the 173 areas were based on the censuses of population for
1930, 1940, 1950, and 1960. Estimates for 1962, 1965, and 1966 were made by
moving the census data forward from 1960 with employment data from County
Business Patterns, supplemented by data from the American Railroad Associa-
tion, the American Hospital Association, the Social Security Administration,
State employment security agencies and several economic censuses. Because
there is very little commuting across economic area lines, the census-based em-
ployment data for 'economic areas, which reflect residence of the employees, are
compatible with the area earnings data, which reflect place of work.
Economic area projections: ".Export" industries

Projections of employment and earnings in "export" industries were made,
industry by industry, for each economic area, on the basis of projections of the
trend in the area's shares of total national employment and earnings in each
industry. The trend in the share was projected into the future by fitting a least
squares regression line to the'logaritluns of the historical values of the share and
the logarithms of time and extending this curve to 1990. The projected shares
derived in this manner were modified judgmentally in some cases, mainly where
natural resources were expected to be depleted or where the historical data ap-
peared weak or in error. The projected area shares, after being forced to total
100 percent, were applied to the appropriate national totals to get projected abso-
lute values.

Earnings and employment in each of the "export" industries were projected
independently for each economic area. Then, projected earnings per worker were
calculate.41 for each industry in each area and expressed as a percent of national
earnings per worker in the industry. These ratios were a means of discovering
inconsistencies between projected employment and projected earnings. When
Inconsistencies occurred, the data were reviewed in the light of information from
other sources and the two projections were reconciled. in some instances, this
review pointed clearly to the need fora change in either projected earnings or
projected employment, but occasionally compromise was necessary and both were
adjusted.
Economic area projections: Residentiary industries

Projected area earnings in each residentiary industry were derived from the
following relationships: (1) The projected regional location quotient (LQ) for
the industry, i.e., the ratio of the industry's share of total area earnings to the
industry's share of total national earnings; (2) the projected national ratio of
earnings in the industry to total national earnings ; and (3) projected earnings in
total "export" industries in the area.

The area LQ's for each residentiary industryitem (1) abovewere projected
as follows. Analysis of changes in the area LQ's of individual residentiary indus-
tries from 1950 to 1969 showed that economic areas trend toward self-sufficiency
in residentlary industries, i.e., IQ's trend toward 1.0. Analysis also showed that
the slope of the trend depends upon the magnitude of the T.Q.From this analysis,
trend values for change in LQ's were set for several different ranges of LQ value.
These trend values were then applied to the LQ of each residentiary industry
in 1969 and projected LQ's were determined for 1980 and 1990.

The projected national ratio of earnings in each residentiary industry to total
national earnings (item 2 above) was calculated from the national industry earn-
ings projections that were mentioned as the second step of the overall projections
methodology.

Item 3 was derived by summing earnings of "export" industries already
projected for each economic area.

Projected earnings for each residentiary industry in each area were derived
as follows: First, the projected LQ for each residentiary industry (item 1) was
multiplied by the projected national ratio of earnings in that residentiary in-
dustry to total national earnings (item 2). This computation gave the projected
share of the residentiary industry in the area's total all-industry earnings.
These shares were summed for all residentiary industries in the area. Sub,
tracting the sum of residentiary shares from unity gave the "export" industry
share. The division of this share into the projected absolute value of "export"
industry earningsalready calculatedyielded projected total all-industry earn-
ings for the area. To this total was applied the projected share of each residen-
tiary industry in the area's total all-industry earnings (the product of items 1
and 2) to obtain the projected absolute value of earnings in each residentiary

1 7 6
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industry in each arca. The sum of the area. values for each residentiary industry
was forced to equal the previously projected national total for the industry,
thereby keeping the projected series within the framework of the national
projections.

A comparable procedure was used to project residentiary employment by area.
As in the case of the "export" industry projections, projected residentiary em-
ployment and earnings were reconeiled.

Certain industries are classed as residentiary in some areas and "export"
in others. For example, in one area hotels may serve principally the business
cominunity and local residents while in another, such as Las Vegas, they may
provide recreation for visitors and so form an "export" industry. Similarly, in
one area printing and publishing may involve only local newspaper publishing
and local business printing whereas in another area it may serve a national
market through book and magazine publishing. In each area, employment and
earnings in such industries were projected in accordance with each industry's
character in that area. This procedure necessitated a break of the projected na-
tional totals for these industries into that portion to be treated as "export" and
that as residentiary.

Total earnings, the sum of "export" and residentiary industry earnings, make
up about SO percent of total personal income. To complete the projections, prop-
erty income, transfer payments.. and contributions to social insurance (which
are netted out of personal income) were projected by a modification of the pro-
eedure used for residentiary industries.
Population projections

The natural increase in population in an areabirths minus deathscan be
-projected quite accurately when the -national fertility rate is assumed. The
critical element in a local area population projection made within a given. na-
tional population total is interarea migration. As previously noted it was assumed
in these projections that the major 'motivating factor in migration is economic
opportunity except in a few areas which attract an especially large number of
retired persons. Accordingly, changes in area population were projected as a
function of changes in area employment.

Historically, there has been some variation among areas in the ratio of popu-
lation to employment because of differences in unemployment and in labor force
participation. The projection 'technique recognizes these differences but assumes
that they will gradually disappear. (Ns stated in the summary of assumptions,
4 percent unemployment was assumed nationally but not In each area separately.)

The projected increases in employment were translated into population changes.
by applying the projected national population/ employment ratio to area changes
in employment. In areas where retired persons comprise an especially large pro-
portion of the populationand measured labor force participation is unusually
ibwthe retirement population is projected separately from the remainder.

Historically, area per capita incomes have converged slowly toward the na-
tional average, and the projected area per capita income derived from projected
personal income and projected population were analyze. vith this in mind. In a
few eases, the behavior of projected per capita income suggested need for re-
examination and sometimes modification of the projected components.
State projections

The final step in deriving State projections was to separate into State segments
the projections of income, employment, and population for those of the 173
BEA economic areas that cross State boundaries. State totals could then be
Calculated. The separation of area data into State segments was done by project-
ing each State's share of the area's population and of the area's income and
employment, industry by industry, on the basis of historical trends in shares,
Projected State shares were applied to arca totals of income, employment, and
population to obtain absolute values for each State segment. This procedure
was applied to both "export" and residentiary industries, as the disaggregation
of, area totals into State segments invalidated the functional relationships be-
tween "export" and residentiary industries that hold for economic areas and that
can be used at that level to project residentiary industry activity from "export"
industry activity.
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The historical income estimates for SMSA's were done for each SMSA as a
whole and not-for the component counties of the SMSA's. AccOrdingly, for the
27 SMSA's that cross State boundaries arid therefore had to be disaggregated,
special State breakdowns of the income components were prepared for 1969. The
percentage distributions derived from these breakdowns were used to disaggre-
gate the projected income of each such SMSA into State segments.

The BEA figures on total and per capita income by State are expressed on
a residence basis. In most States, however, the income figures would be different
on a where-earned basis because there is commuting across State boundaries. The
data that are used for adjusting the State income series to a residence basis
(for the basic data are on a where earned basis) are statistically weak and no
attempt was made to project such adjustments directly. Instead, per capita in-
come in each State was projected as a function of national per capita income,
and multiplied by projected State population to give projected total personal
income by State.

This procedure resulted in total and per capita State income being measured
by place of residence. State earnings, however, were measured by place of work
with one major exception: earnings of government workers reflect place of resi-
dence in both the histori7il and projected series. Thus, the difference between a
State's total income and total earnings in table 6 is the sum of property income
and transfer payments, less personal contributions for social insurance, plus an
implicit commuting adjustment. It should be noted that because of the nature of
BEA economic areas, total income in them is the same whether measured by
place of work or place of residence. Accordingly projected per capita income in
economic areas is calculated directly as the quotient of total income and total
population.

The earnings data in table 6 are shown on a place-of-work basis for two
reasons. First, there is no information currently available that could be used
to adjust satisfactorily the earnings data to a place-of-residence basis. Second,
in most uses to which the income projections will be put, earnings serve better
on a place-of-work basis and total and per capita income are preferred on a
residence basis.

Because the geographic area of the District of Columbia is quite small in
comparison with that of the States, and because its future population probably
depends upon the resolution of various problems more social than economic,
no attempt has been made to project its population. Instead, the 1970 Census
count has been held constant throughout the projection period. Earnings of
persons working in the District and total personnel income of the constant resi-
dent population are projected for the District of Columbia in the same manner
as for the States.
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